Historic,  Archive  Document 

Do  not  assume  content  reflects  current 
scientific  knowledge,  policies,  or  practices. 


SUGAR  REPORTS 

U.  S.  DEPARTMENT  OF  AGRICULTURE  •  PRODUCTION  AND  MARKETING  ADHINISTRATION  •  SUGAR  BRANCH 


MASHINGTON  ,  D.  C 


June  27,  19^1 


No,  11 


TESTE lOIT  ^iW  EXHIBITS  ON 

SUGAR  LEGISLATION 

Presented  by 

Lawcnce  L'ycrs,  Director, 
Sugar  Branch 
Production  and  iiarketing  Adniinistration 
United  States  Department  of  Agriculture 

before 

The  House  Agriculture  Gonnittee 
Considering  H.R.  h$21 


CONTENTS 


Pages 


1.  The  Purpose  of  U.  S.  Sugar  Legislation   ,   1-7 

2.  The  Proposed  Amendnent  and  Extension  of  the 

Sugar  Act  of  19i|3    1  -  8 

3.  A  Bill  to  /imend  and  E:<tond  the  Sugar  Act  of 

19^8  and  for  Other  Purposes.     (H.R.  h^'21  and 

S.I69U,  82nd  Congress^  1st  Session  ....=.,..,,......0....  1-3 

h*    The  Background  and  Operations  of  the 

Sugar  Acts  o ...  .0 .... .      1  -  36 


Agriculture  -  Washington 


TESTIIiONY  OF  LAl'TOEWCE  MYERS,  DIRECTOR,  SUGAR  BRANCH,  PRODUCTION  MD 
riARKETING  ADIINISTRATION,  U.  S.  DEFAR'EIENT  OF  AGRICULTURE, 
BEFORE  THE  HOUSE  AGRICULTURE  COIlIITTES,  JWIE  27,  19^1, 

ON  H.R.  h$21 


The  Purpose  of  United  States  Sugar  Legislation 


The  Agriculture  Committee  of  the  House  of  Representatives  nov;  has 
before  it  H.R.  Ii521,  a  bill  to  extend  and  amend  the  Sugar  Act  of  19ii8„ 
A  companion  bill,  S-  l69h,  has  been  introduced  in  the  Senate. 

In  major  outline,  H.R*  U521  extends  the  Sugar  Act  from  December  31^' 
19^2,  to  December  31,  19^6;  it  increases  Puerto  Rico's  quota  for  market- 
ing on  the  mainland  from  910,000  tons  to  1,080,000  tons;  it'  increases 
from,  6,000  to  12,000  tons  the  quota  for  the  Virgin  Islands  and  it  in- 
creases the  participation  of  the  full  duty  countries  supplying  our  market. 
The  bill  also  contains  a  fev:  araendraents  affecting  quota  administration-. 

Although  the  bill  before  the  Committee  can  be  summarized  in  this 
brief  fashion,  it  seems  appropriate  and  desirable  at  this  tim.e  to 
revievj-  the  conditions  that  Liade  it  necessary  for  this  country  to  under- 
take special  su.gar  legislation  and  to  observe  the  benefits  that  have 
come  from  that  legislation.    Tiiose  facts  should  demonstrate  the  important 
national  puTpose  being  served  by  our  sugar  legislation  and  the  need  for 
its  continuation* 

Historically,  the  sugar  industry  of  the  United  States  has  received 
the  benefits  of  a  tariff  for  the  past  162  years,  the  original  sugar 
tariff  having  been  enacted  on  July  h,  1789.    Prior  to  the  adoption  of 
the  first  of  the  sugar  acts  in  193l|,  the  rates  on  ravr  sugar  under  this 
tariff  ranged  generally  from  1  cent  to  over  3  cents  per  pound.  From 
I8l6  to  1832  a  spiicial  rate  of  12  cents  per  pound  ivas  in  effect  on 
"loaf"  sugar.    In  one  period,  from  September  1,  1891  to  July  1,  1895, 
ravj-  sugar  vfas  duty-free,  but  a  compensating  bounty  of  2  cents  per  pound 
v/as  paid  on  home  production.    Thus,  the  present  rate  of  l/2  cent  per 
pound  on  Cuban  raw  sugar  approximates  the  lo-.rest  tariff  rate  in  our 
history. 

Some  refineries  already  existed  in  this  country  and  therefore 
benefitted  from  the  original  tariff  of  1789,  but  the  early  sugar  tariffs 

.vfere  primarily  for 'revenue  purposes,    Thej  accounted  for  an  important 
portion  of  total  federal  receipts,  but  afforded  little  protection  to 
producers  since  the  domestic  sugar  producing  industry  cannot  be  said 

•to  have  started  until  after  Louj.siana  became  a  part  of  the  United  States 
in  1803.    Fragmentary  statistics  shov;  Louisiana  sugar  production  at  only 
about  5,000  tons  as  late  as  I8l5,  and  v.'e  had  no  other  domestic  areas 
producing  sugar  until  much  later,    Hov/ever,  even  though  the  original 
tariffs  on  sugar  viere  primarily  revenue  measures  they  did  constitute 
an  important  part  of  the  existing  economic  frameyrork  V.-ithin  which 
dom.estic  production  had  its  development. 
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Notmthstanding  its  importance  to  the  domestic  sugar  industry,  the 
extent  of  the  protection  afforded  has  been  small  in  comparison  to  the 
assistance  given  by  many  foreign  countries  to  their  sugar  industries. 
High  tariffs,  import  controls,  exchange  controls,  internal  taxes,  and 
monopolies  keep  sugar  prices  in  many  foreign  countries  at  such  a  high 
level  that  per  capita  consumption  is  only  a  small  fraction  of  that  in 
the  United  States.    In  the  period  immediately  preceding  "7orld  'far  II 
various  forms  of  protection  and  preferences  covered  approximately  90 
percent  of  the  vrarld's  production' and  consijjnpticn  of  sugar.    The  so- 
called  world  free  market,  that  is,  the  quantity  of  sugar  exported  from 
the  country  of  production  to  a  country  in  which  it  had  no  protection 
or  preference,  covered  only  about  10  percent  of  the  -.vorld's  production. 
As  a  result,  it  Tiras  difficult  to  get  even  small  surpluses  into  consijmp- 
tion  in  peidods  of  low  demand;  and  in  periods  of  rising  demand,  all 
countries  competed  for  the  small  quantity  in  the  free  world  market. 
The  result  was  violent  swings  in  prices,    'Then  these  conditions  are 
considered  in  light  of  the  lov/  wages  paid  in  many  countries,  especially 
the  tropical  areas",  and  the  direct  and  indirect  e:qDort  subsidies  given 
by  other  countries,  it  is  not  surprising  that  the  sugar  producing 
industry  of  the  United  States  felt  that  it  required  continued  protec- 
tion • 

Under  the  United  States  Tariff  Act  of  1930  rates  of  2  cents  per 
pound  were  established  on  raw  sugar  from  Cuba  and  2-1/2  cents  per  pound 
on  raw  sugar  frcm  other  foreign  countries.    These  rates  were  intended 
to  give  adequate  protection  to  the  domestic  sugar  industry  and  to  safe- 
guard it  against  depression.    Nevertheless,  the  domestic  sugar  industry 
went  further  and  further  into  the  depths  of  depression.  Tremendous 
inventories  of  sugar  accumulated.    Sugar  beet  grov/ers  and  sugarcane 
growers  lost  their  farms,    "ifages  in  the  cane  and  beet  fields  were  dis- 
tressingly loiv. 

The  net  effect  of  a  higher  tariff  v/as  to  bring  greater  over- 
production in  the  domestic  areas  and  ever  increasing  depression  in  the 
vrorld  market.    Imports  from  Cuba  were  cut  in  half  and  the  Cuban  price 
fell  beloTJ-  one  cent  per  pound.    Economic  ruin  and  political  revolution 
were  the  consequences.    By  1933  it  had  become  evident  that  the  tariff 
vras  no  longer  adequate  to  insure  either  a  healthy  domestic  industry  or 
a  dependable  source  of  foreign  supplies.    By  that  time  it  had  also 
become  evident  that  the  destruction  of  our  import  trade  was  tearing 
dovm  our  export  trade.    This  v/as  injuring  cotton  growers,  grain  growers, 
and  the  producers  of  ovac  other  exjjort  commodities.    Therefore,  the 
various  branches  of  the  sugar  industry  undertook  to  work  out  a  satis- 
factoTj  program  under  the  marketing  agreement  provisions  of  the  Agricultural 
Adjustm^ent  Act  of  1933.    When  that  attempt  failed,  the  Jones-C'-^-s tigan 
Sugar  Act  v/as  developed  and  enacted  in  193l|  as  an  amendment  to  the 
Agricultural  Adjustment  ;.ct  of  1933.    The  present  legislation,  the 
Sugar  Act  of  19U8,  contains  the  general  features  incorporated  in  the 
Jones-Costigan  Act. 
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riajor  Features  of  the  Sugar  Act  of  19li8  ^ind  the  Proposod  Extension.  ■ 

The  Sugar  Act  is  designed  to  maintain  a  healthy  an-i  competitive 
domestic  sugar  industry  of  Ijjuited  siae  and  to  restore  and  iirprove  our 
import  trade*    Provisions  are  included  in  the  legislation  to  insure 
that  a  fair  share  of  the  consumer's  dollar  goes  to  the  grovver  of  su^r- 
cane  and  sugar  beets  and  to  the  laborers  v.^orking  in  the  beet  and  cane 
fields.    As  stated  in  the  Act,  the  ob.jective  is  to  achieve  prices 
"-v/nich  vdll  not  be  excessive  to  consumers  and  rhich  Ydll  fairly  and 
equitably  .naintain  and  protect  the  domestic  sugar  industry." 

The  principal  means  provided  in  the  Act  (and  in  the  proposed 
extension)  to  achieve  its  objectives  are  the  following: 

(1)  Deternijiation  of  Requirements;    Each  December  the  Secretary 
of  Agriculture  is  required  to  uiakc 'i~de"termination  of  the  quantity  of 
sugar  that  vdll  be  needed  by  consumers  during  the  follomng  calendar 
year.    The  Act  requires  that  a  number  of  factors  be  taken  into  consider- 
ation in  order  that  the  supply  Yiill  be  adequate  but  not  excessive.  These 
det.:5rminations  can,  of  course,  be  revised  from  time  to  time  to  meet 
changing  conditions, 

(2)  Quotas:    Fixed  quotas  are  provided  for  the  domestic  ajreas  and 
the  Repubic~of  the  Philippines.    Under  the  Sugar  Act  of  19li6,  98.6)4. 
percent  of  our  additional  reqairemcnts  are  provided  by  Cuba,  and  1.36 
percent  by  full-duty  countries.    Under  the  proposed  extension,  96 
percent  would  be  supplied  by  Cuba  and  h  percent  by  full-duty  countries. 
The  Act  provides  for  the  determination  of  a  deficit  for  any  domestic 

or  foreign  producing  area  that  v.dll  fail  to  fij.l  its  quota,  and  for  the 
reassignment  of  such  quantities.    The  proposed  amendments  will  revise 
som.eY/hat  the  administration  of  these  provisions, 

(3)  Excise  Tax:    The  Act  contains  an  amendment  to  the 'internal 
Revenue  Code  providing  for  an  excise  tax  of  l/2  cent  per  po\ind,  raw 
value,  on  . the  manufacture  or  importation-  of  sugar  until '6  months  after 
the  termination  of  the  Sugar  Act.    From  1933"  thirough  1950  collections 
under  the  excise  tax  exceeded  total  payments  to  grovfurs  under  sugar 
acts  by  ;)2liG  million,    Diu'ing  the  past  three  fiscal  years  avora9;e_ 
collections  have  approximated  $76-,6  million  per  year,  and  average  pay- 
ments have  approxirjatcd  ^>$9»$  million  per  year.    Recently,  therefore, 
the  Act  has  added  approximately  $17  million  per  year  to  the  net  ijicome 
of  the  Treasury. 

(It)    Conditional  Paymai_ts ;    The  Jones-Costigan  Act,  in  keeping 
vdth  the  A gia. cultural  Adjustment  /"ct  of  1933,  to  which  it  was  an  amend- 
ment, provided  that'  the  so-called  benefit  payments  would  be  sufficient 
to  maintain  prices  at  parity.    Under  the  Su  ar  Acts  of  1937  and  19i48 
the  parity  objective  was  dropped,  but  the  conditional  payments  continue 
to  constitute  a  significant  part  of  the  grovrers'  inccme.    The  pa^rmcnts 
also  resulted  in  some  sluft  in  returns  from  sugar  beet  processors  to 
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growers,  since  the  payments  went  exclusively  to  producers,  whereas  the 
tax  constituted  an  item  of  expense  v/hich  was  deducted  before  returns 
were  divided  between  the  processors  and  grovrers. 

Payments  are  graduated  dowravard  from  80  cents  per  100  pounds  for 
production  of  loss  than  3^0  tons  of  sugar  per  farm  to  30  cents  per 
100  pounds  for  producticn  in  excess  of  30,000  tons  per  farm.  Therefore, 
the  highest  rate  of  payment  is  made  on  the  small  family-size  farm,  , 

Small  payments,  in  the  nature  of  minor  crop  insurance,  are  made 
with  respect  to' acreage  that  must  be  abandoned  due  to  crop  failure  from 
natural  causes,  and  T/ith  respect  to  yields  that  fall  below  80  percent 
normal  for  similar  reasons. 

Certain  conditions  must  be  met  ty  a  grower  to  qualify  for  payments: 

(a)  The  grower  must  not  market  sugarcane  or  sugar  beets  in 
excess  of  his  proportionate  share  of  the  quota  for  inis  area. 

(b)  If  the  grower  is  also  a  processor,  he  must  pay  fair  prices, 
as  determined  by  the  Secretary  of  Agriculture,  to  other  producers 
for  simgar  beets  or  sugarcane  purchased, 

(c)  The  grower  must  pay  laborers  wages  at  least  equal  to  those 
determined  by  the  Secretary  of  Agriculture  to  be  fair, 

(d)  The  grovfer  must  employ  no  child  labor, 
Ac c ompli shme nt s  of  the  Sugar  Acts. 

The  Jones-Cos tigan  Sugar  Act  of  1931;  and  the  Sugar  Act  of  1937 
constituted  the  major  means  by  which  our  domestic  sugar  industries  and 
the  sugar  industry  of  Cuba  were  brought  from,  severe  economic  depression 
to  full  recovery.    During  the  war  the  payment  provisions  under  the  Sugar 
Act  helped  to  maintain  production  in  the  face  of  rising  costs  and  con- 
trolled sugar  prices.    Since  the  v;ar,  the  Sugar  Act  of  19U8  has  largely 
stabilized  domestic  sugar  prices.    In  19U8  and  19i;9  it  helped  to  keep 
our  domestic  prices  from  falling  unduly.    During  the  past  year  the  Sugar 
Act  has  been  given  the  novr  role  of  keeping  domestic  prices  below  the 
world  level.    In  recent  vreeks  while  world,  raw  su^r  prices  v/ere  shooting 
upward  to  over  8  cents  per  pound,  f.a.s.  Cuba,  the  rise  in  domestic 
prices  v.'as  moderate. 

Some  comparisons  between  1933,  the  last  year  before  the  su^r 
legislation  was  put  into  effect,  and  19^0  will  demonstrate  a  few  of  the 
benefits  that  have  been  derived  from  our  sugar  legislation. 

The  average  retail  price  of  refined  su^r  rose  from  5. 3  cents  per 
pound  in  1933  to  9.7^  cents  per  pound  in  19?0,  a  rise  of  8 U  percent. 
The  duty-paid  price-  of  raw  sugir  in  New  York  also  rose  by  8U  percent. 
The  price  of  all  foods,  hovrever,  rose  by  li;3  percent.    Therefore,  the 
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rise  in  prices  of  sugar  to  consumers  has  been  only  a^jout  60  percent 
as  much  as  the  rise  in  prices  of  foods  as  a  vj-hole. 

In  contrast  vjith  the  rise  of  8U  percent  in  the  price  of  sugar, 
roturns  to  domestic  grovirers  per.  ton  of  sugir  beets  and  sugarcane 
increased  by  around  I70  percent.    In  other  words,  the  increase  in 
grovrer  returns  per  unit  vras  twice  as  .large  as  the  increase  in  the  price 
to  consuiTiers . 

Since  domestic  producers  have  also  shared  in  this  country's 
increased  consumption,  total  returns  of  sugar  beet  and  sugarcane  groT'ers 
have  risen  from  approximately  "5133  million  in  1933  to  .^^132  million  in 
19^0,  a  rise  of  22$  percent. 

Average  v/age  rates  for  field  labor  in  the  domestic  sugar  beet  and 
sugarcane  areas  in  19^0  were  393  percent  of  the  193i;  level. 

The  m.ost  striking  effects  of  our  sugar  legislation  concern  Cuba. 
In  193,3,  Cuban  producers  received  1.1  cents  per  pound,  f.a.s.,  for  sugar 
shipped  to  the  United  States)  in  19^0,  they  received  5»1  cents  per  pound, 
an  increase  of  360  percent.    Imports  from  Cuba  rose  from  1,5^2,000  tons 
in  1933  to  3, 261;, 000  tons  in  1950.    The  income  Cuba  received  from  sugar 
shipped  to  the  United  States  in  19^0  was  nine  times  as  large  as  it  was 
in  1933.    Incidentally,  the  value  of  United  States  exports  to  Cuba  in 
1950  was  more  than  eighteen  times  the  value  .of  such  exports  in  1933. 

Need  for  Continuation  of  Sugar  Act.  .  . 

It  has  been  suggested  that  consideration  be  given  to  the  results 
that  might  be  anticipated  if  the  Sugar  Act  Y/ere  terminated.    Some  of  the 
major  results  that  could  be  expected  are  the  following: 

1.    Domestic  sugar  prices  would  become  subject  to  the  vagaries  of 
inflationary  and  deflationary  trends  in  the  world  mai:ket.    If  the  Sugar 
Act  had  terminated  last  v/eek,  it  is  reasonably  clear  that  domestic 
sugar  prices  would  have  increased  by  at  least  tvro  cents  per  pound.  If 
it  had  terminated  Tfithout  being  replaced  by  a  substitute  in  Uay  of 
last  year,  prior  to  the  outbreak  of  fighting  in  Korea,  domestic  prices 
T/ould  have  fallen  by  about  eight-tenths  of  a  cent  per  pound. 

Until  more  countries  are  willing  to  join  the  United  States  in  its 
efforts  to  reduce  trade  barriers  on  sugar  so  that  world  consumption  can 
be  increased  and  the  world  "free"  sugar  market  can  become  larger  and 
more  stable,  small  surpluses  will  involve  disproportionate  dangers  for 
producers  and  small  increases  in  demand  will  create  shortages  and  high 
prices  for  consumers. 
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2,  Wages  in  our  domestic  sugar  industry  would  be  threatened. 
Daily  earnings  of  harvest  workers  in  Hav/aii  and  our  United  States  beet 
area  are  the  highest  paid  to  sugar  v^orkers  in  the  world.    Only  Canada 
among  the  foreign  producing  countries  reported  higher  wages  than 
those  paid  in  Florida  and  Louisiana.    The  275,000 ' field  workers  in 
our  domestic  sugar  grorfing  industry  probably  would  bear  the  brunt  of 
lower  sugar  prices  if  .tliey  should  occur.    The  effect  on  farm  wage 
rates  vrouM  be  greatest  in  the  cane  areas  having  few  alternative 
enterprises, 

3.  Future  production  would  probably  be  cut»    Production  of  sugar 
beets  and  sugarcane,  like  the  production  of  other  crops,  is  based  large- 
ly on  the  confidence  farmers  have  in  future  returns.    If  their  confi- 
dence in  the  future  v/ere  destroyed,  our  sugar  producers,  particularly 
our  beet  growers,  would  turn  more  to  the  production  of  other  crops.  If 
this  happened  in  a  period  of  v/orld  surpluses,  it  would  be  vrelcoraed  by- 
other  producers  and  would  not  harm  consumers.    If  it  happened  in  a 
period  of  shortage,  it  could  be  disastrous.    To  illustrate,  if  beet 
sugar  production  .  had  been  as  lo¥^  in  19^0  as  it  fell  in  19kQ,  supplies 

of  beet  sugar  would  novi  be  exhausted, 

h*    If  domestic  production  v/ere  cut,  consumers  would  lose  the 
protection  afforded  by  having  that  part  of  their  supplies  come  from  the 
several  competing  domestic  sources.    In  19U2  the  fall  of  the  Philippines 
cut  off  imports  from  that  source.    The  submarine  danger  and  the  need 
for  ships  to  carry  troops  and  munitions  made  it  difficult  to  import 
sugar,  even  from  Cuba,    As  a  result,  our  sugar  imports  from  foreign 
countries  fell  to  62  percent  of  the  prewar  (193^-39) level.    The  recent 
situation  in  the  world  market  in  which  there  has  been  only  one  important 
seller  illustrates  the  danger  of  having  inadequate  competition  among 
sellers, 

5*    l£  the  Sugar  Act  vfere  to  expire  v/ithout  being  replaced  wijth 
an  effective  substitute^  it  is  reasonable  to  expect  that  it  vfould 
become  necessary  in  the  relatively  near  future  to  return  to  a  policy 
of  tariff  protection  despite  its  recognized  inability  to  protect 
consumers  and  its  demonstrated  inadequacies  for  the  protection  of  sugar 
producers.    This  vrould  constitute  a  serious  blow  to  Cuba  and  our  other 
foreign  suppliers,    it  vrould  constitute  a  major  reversal  in  the  trade 
policy  this  country  has  followed  for  the  past  l8  years.    In  all 
likelihood,  it  vrould  prevent  this  country  from  occupying  a  position  of 


-  7  - 


importance  in  international  imdortakings  to  reduce  vrorld  trade  sugar 
barriers  and  increase  v/orld  consumption. 

The  present  Sugar  Act  is  a  result  of  years  of  study  and  experience. 
It  has  demonstrated  its  ability  to  protect  consumers  as  well  as  producers, 
and  it  has  been  effective  in  assuring  that  the  benefits  afforded  the 
industry  are  passed  dovvTi  to  fariiiers  and  to  laborers  in  the  field.  It 
has  also  proved  to  be  a  means  by  which  foreign  suppliers  can  be  aided  and 
our  export  trade  increased.    Obviously,  it  v;ill  require  revisions  in 
quotas  and  othor  amendments  from  time  to  time,  such  as  those  now  proposed.. 
It  is  believed,  hovreverp  that  thu  Sugnr  Act  constitutes  the  most 
desirable  method  that  has  yet  been  developed  for  dealing  with  our  domestic 
sugar  problem.    Accordingly,  the' Department  of  Agriculture  and  the  other 
interested  executive  departments,  Yrith  the  approval  of  the  President, 
recommend  the  adoption  of  H.R.  U521. 


THE  PROPOSED  ME.M]l.iEMT  AMD  EXTEMSTON  OF 
TIIE  SUGAR  ACT  OF  19^8 


The  Sugar  Act  places  restrictions  on  the  domestic  industry.  Therefore, 
each  domestic  producing  area  is  interested  in  its  ovm  quota  in  relation  to  the 
quotas  of  the  other  domestic  arcas_,  and  the  domestic  areas  as  a  whole  are 
concerned  with  the  total  domestic  quota  in  relation  to  the  foreign  quotas. 
The  need  for  achieving  a  proper  balance  between  the  various  supplying  areas 
and  the  need  for  considering  the  production  pressures  within  each  have  become 
even  more  important  since  fixed  quotas  for  the  domestic  areas  were  established 
under  the  Sugar  Act  of  I9I1.8,    Except  as  modified  by  prorations  of  deficits, 
the^ixed  quotas  constitute  ceilings  for  the  marketings  of  each  domestic 
area.    These  ceilings  remain  the,  same  regardless  of  increases  in  domestic 
consumption.    In  tlie  international  field  it  is  necessary  to  consider  the 
division  of  our  import  quotas  among  foreign  countries. 

It  was  recognized  that  in  extci.ding  the  Sugar  Act  of  19hQ  some  adjust- 
ments in  quotas  woulS  be  necessary  to  achi.eve  equity  and  balance  for  the  period 
of  the  extension.    Ordinarily,  representatives  of  the  various  domestic  pro- 
ducing areas  vrould  undertake  to  work  out  a  reconciliation  of  their  positions* 
Then  they  would  submit  their  combined  recommendations  for  consideration. 
Recognizing  that  some  adjustmeats  in  quotas  would  be  necessary  but  that,  on 
the  whole f  these  should  be  minor,  the  reprcse-:tativ. :!5  of  the  domestic  produc- 
ing areas  asked  that  the  Executive  Departmonts  undertake  the  prelim.inary  work 
on  the  proposed  extension  and  amendments.. 

•Accordingly,  an  interdepartmental  v>rorking  comm.ittee  was  set  up  under  the 
chairmanship  of  the  Director  of  the  Sugar  Branch,  Production  and  Marlceting 
Administration,  United  States  Department  of  Agricultures    TJiis  Committee 
included  representatives  from,  the  Departments  of  State,  Interior,  'Commerce, 
and  Treasury,  and  from  the  Tariff  Commission,    The  Tariff  Commission  indicated 
that  the?/  wanted  their  representative  to  speak  only  with  respect  to  technical 
matters,  and  representati^-es  of  the  Corame^*ce  and  Treasury  Departments  indicated 
that  they  vrere  not  particularly  concerned  rdth  the  quota  provisions.  The 
Departments  of  State,  Interior,  and  Agric-olture,  however,  gave  the  quota 
provisions  most  careful  consideration. 

Although  it  was  not  possible  to  provide  any  domestic  or  foreign  group  all 
that  it  wished,  the  Executive  Departments  involved  are  of  the  opinion  that 
the  proposed  bill,  HeR»  h^21f  and  the  companion  bill,  So  169)4,  provide  a  fair 
compromise  of  the  various  obiectives,    .These  bills  reflect  the  collective 
views  of  the  Executive  Departments,    The  suggestions  v;ere  submitted  £n-formally 
to  yoijr  Committee"  to  see  if  they  constituted  a  reasonable  point  of  departure 
prior  to  the  time  the  bills  were  submitted  formally  to  the  Speaker  of  the 
House  and  to  the  President  of  the  Senate,    Throughout  the  discussions,  the 
representatives  of  the  Executive  Departments  were  in  consultation  with  repre- 
sentatives 01  the  various  domestic  and  foreign  producing  groups  and  obtained 
the  benefit  of  their  views  and  suggestions,    I  xnnt  to  make  it  clear,  however, 
that  I  am  not  speaking  on  behalf  of  any  such  individuals  or  groups. 


Sugar  Act  of  19^8 


Before  going  into  a  detailed  consideration  of  the  proposed  aniendmcntG, 
it  seems  I'vorthvv-hile  to  observe  one  of  the  major  objectives  in  v/riting  the 
Sugar  Act  of  19ii8.    The  Sugar  Act  of  19ho  was  designed  particularly  to  assist 
Cuba*    The  sugar  acts,  from  their  inception  in  19314,  have  had  as  a  part  of 
their  objectives,  the  improvement  of  our  import  trade  in  sugar  and  therefore 
our  international  trade  generally.    During  World  War  II,  as  during  World  War  I, 
Cuba  expanded  its  sugar  production  tremendously  to  take  care  of  the  needs  of 
the  United  States  and  the  allied  countries.    Moreover,  Cuba  supplied  us  v:ith 
sugar  at  moderate  prices  v/hen  it  could  have  profiteerv;,d  by  selling  in  the 
world  market o    It  ^/as  feared  in  I9l|7,  when  the  Sugar  Act  of  19kQ  was  being 
drafted,  that  a  period  of  declining  demand  and  retrenchment  might  lie  a-head. 
Therefore,  it  was  felt  that  this  country  had  a  moral  obligation  to  give  the 
Cuban  sugar  industry  every  reasonable  assistance  during  the  period  of 
anticipated  retrenchment  and  possible  depression.    Fortunately,  Cuba  has 
been  able  to  market  record  crops  at  high  prices.    Today,  in  fact,  an  in- 
flationary situation  exists  in  the  world  market,    Nevertheless,  it  is  necessary 
to  understand  the  intentions  behind  the  Sugar  Act  of  I9I48  in  order  to  have  a 
proper  prespectivo  for  considering  the  proposed  modifications. 

Fixed  Quotas:    The  Sugar  Act  of  191+8  established  fixed  quotas  for  the 
domestic  areas  and  the  Republic  of  the  Philippines,    These  quotas  arc  as 
follows:    mainland  bc>.t  area,  1,600,000  tonsj  mainland  c?.ne  area,  ^00,000  tonsj 
Hawaii,  1,0^2,000  tons;  Puerto  Rico,  910,000  tens;  Virgin  Isl-nds,  6,000  tonsj 
Republic  of  tho  Philippines,  982,000  ehort  tons,  rcw  value,    Hawaii  and  Puerto 
Rico  can  market  the  additional  quantities  required  for  their  local  consumption, 
which  for  1951  amounts  to  k^jOOO  tons  for  Hav:aii  and  110,000  tons  for  Puerto 
Rico,    Tlie  quota  stated  above  for  the  Republic  of  the  Philippines  is  the  raiJ" 
v"lue  tonnage  equivalent  of  the  quota  specified  in  the  Act  as  "nine  hundred 
and  fifty-tv/o  thousand  sl^ort  tons  of  sugar  as  specified  in  section  211  of  the 
Philippine  Trade  Act  of  I9I46". 

iVie  quotas  for  the  domestic  anas  total  li, 286, 000  short  tons,  and  the 
fixed  quotas  as  a  whole,  including  the  quota  for  the  Philippines,  total 
5,268,000  tons. 

Variable  Quotas:     The  Sugar  Act  of  19U8  provides  that  all  United  States 
requirements  over  and  above  those  covered  by  fixed  quotas  bo  supplied  by 
Cuba  and  the  full  duty  countries.    Of  this  additional  quantity  Cuba  su.^plies 
98, 6U  percent  and  the  full  duty  countries  1,36  percent.    Therefore,  Cuba  was 
made  essentially  the  sole  beneficiary  of  increased  United  States  consumption. 

The  Act  also  provides  that  Cuba  share  proportionately  with  dorr;estic  areas 
in  filJ.ing  the  deficit  of  any  dom'cstic  area. 

Also,  since  it  v;as  recognised  at  the  time  the  Act  was  being  TTitten  that 
the  Philippines  vrould  have  large  deficits,  at  l>-.ast  in  the  early  years  of  the 
Act,  95  percent  of  such  deficits  v/as  assigned  to  Cuba  and  5  percent  to  full 
duty  countries. 

By  giving  Cuba  such  large  shares  of  deficits  and  making  it  the  beneficiary 
of  increased  United  States  consianption,  it  vras  felt  that  retrenchment  in  Cuba 
could  be  moderated  and  possible  avoided*    Cuba  was  not  forced  to  retrench  and 
its  exports  to  the  United  States  riavc  averaged  approximately  3,100,000  tons 
yearly  since  the  Sugar  Act  of  19i|.8  has  been  in  effect. 
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Proposed  Amendments 

With  our  population  increasing  at  close  to  2  percent  per  year  and 
adding  around  1^0,000  tons  annually  to  domestic  consumption,  it  was  felt 
that  two  of  our  domestic  areas  and  the  full  duty  countries  might  fairly 
be  permitted  to  share  a  part  of  the  increased  consumption  anticipated 
for  19^3  and  subsequent  years, 

H.  R.  k^21  would  amend  the  Sugar  Act  of  19U8  as  follows: 

Section  202(a)  vrould  be  revised  to  increase  the  total  quotas  of  the 
domestic  areas  from  U, 268, 000  short  tons,  raw  value,  to  kfhhhfOOO  tons 
by  adding  170,000  tons  to  the  quota  of  Puerto  Rico  and  6,000  tons  to 
the  quota  of  the  Virgin  Islands,    The  other  domestic  quptas  vrould  remain 
unchanged. 

Recently  Puerto  Rico  has  been  producing  between  1,2^0,000  and 
1,300,000  tons  of  sugar  annually.    The  increase  in  its  quota  mil  still 
leave  an  excess  of  around  ^0,000  to  100,000  tons.    Therefore,  Puerto 
Rico  will  not  be  offered  an  incentive  to  increase  its  production. 
Certainly  the  increase  in  the  Puerto  Rican  quota  does  not  deviate 
from  the  principle  of  retaining  a  check  on  domestic  production.  Never- 
theless, the  increase  of  170,000  tons  should  relieve  most  of  Puerto 
Rico's  pressure  for  a  marketing  outlet. 

The  Island  of  St,  Croix  in  the  Virgin  Islands  is  small  and  subject 
to  drought,  which  makes  it  a  minor  sugar  producing  area.    The  19^0 
crop  exceeded  10,000  tons,  but  most  of  its  crops  in  recent  years  have 
been  around  li,000  tons.    After  the  depression  closed  all  private  mills 
on  the  Island,  the  Government,  through  the  Virgin  Islands  Corporation, 
undertook  production  as  a  relief  project.    The  Corporation  is  under- 
taking to  expand  production  in  order  to  prevent  losses,  as  directed 
by  Congress,    The  increase  in  the  quota  for  the  Virgin  Islands  may 
help  the  Corporation  achieve  its  objective. 

Increases  in  the  quotas  for  Puerto  Rico  and  the  Virgin  Islands 
constitute  slightly  more  than  the  increase  in  consumption  that  could 
be  expected  from  one  year's  growth  in  population. 

Section  202(b),  establishing  the  quota  for  the  Philippines,  is 
repeated  without  change. 

Section  202(c)  is  amended  in  tvro  respects.    First,  that  portion 
of  domestic  requirements  in  excess  of  the  fixed  quotas  vrould  be  divided 
by  giving  Cuba  96  percent  and  full  duty  countries  h  percent.  Therefore, 
Cuba  vrould  continue  as  the  primary  beneficiary  of  increased  domestic 
consumption  during  the  period  of  the  extension.    The  increase  provided 
for  full  duty  countries,  however,  should  improve  our  trade  relations  with 
them.    The  proposed  revision  will  permit  full  duty  countries,  as  a 
whole,  to  supply  as  much  of  our  total  import  requirements  as  they  did 
during  the  prev/ar  period. 


The  second  revision  in  this  section  would  modernize  the  distri- 
bution of  the  quota  among  full  duty  countries.    The  Sugar  Act  of  I9U8 
requires  the  distribution  to  be  made  in  accordance  vdth  regulations 
of  the  Department,  which  in  turn  are  based  on  statistics  for  the 
years  1926,  1929,  and  1930,    Most  of  the  27  countries  that  received 
quotas  under  those  regulations  have  not  shipped  us  sugar  for  a  number 
of  years •    The  proposed  amendment  provides  that  9^  percent  of  the  full 
duty  quota  be  prorated  to  countries  that  have  shipped  us  2  percent  or 
more  of  the  quota  during  the  period  19U8  to  19^0.    Any  other  country 
\vould  be  permitted  to  import  within  the  remaining  ^  percent,  but  no 
single  country  could  enter  more  than  one  percent » 

Section  202(d)  of  the  Sugar  Act  guarantees  Cuba  that  it  will  not 
be  given  a  smaller  quota  under  the  Act  of  I9U8  than  it  vrou^d  have  received 
from. an  equivalent  United  States  requirement  under  the  Sugar  Act  of 
1937.    This  provision  seems  to  be  an  unnecessary  precaution  in  view  of 
the  fact  that  the  Sugar  Act  of  I9U8  was  designed  to  give  Cuba  greater 
benefits  than  the  Sugar  Act  of  1937 «    Actually,  under  the  Act,  Cuba 
has  supplied  over  hO  percent  of  our- total  requirements,  v/hereas  this 
provision  guaranteed  Cuba  only  28,6  percent. 

Both  the  Sugar  Act  of  19U8  and  the  proposed  amendments  are  far 
more  favorable  to  Cuba  than  the  Sugar  Act  of  1937.    However,  Cuba  has 
expressed  the  view  that  it  v/ould  feel  that  it  is  being  deprived  of . 
some  benefit  if  the  provision -were  deleted.    Therefore,  the  pro- 
vision has  been  amended  to  make  it  fully  as  effective  during  the  period 
of  the  extension  as  it  is  under  the  present  Act,    For  a  total  United 
States  requirement  of  7,U00,000  tons,  this  provision  guarantees  Cuba 
a  quota  of  2,116,000  tons.    Under  the  present  Act,  the  provision  has 
no  significance  at  higher  lervels,  since  Cuba's  qiota  is  increased 
beyong  that  percentage  by  other  provisions  of  the  Act, 

Section  202(e)  of  the  Sugar  Act  of  191^8  is  omitted.    That  is  the 
section  under  -which  it  is  possible  to  withhold  quota  increases  from 
any  foreign  country  that  denies  fair  and  equitable  treatment  to  the 
nationals  of  the  United  States.    It  does  not  appear  germane  to  the 
administration  of  the  Sugar  Act, 

Section  20l4.(a)  of  the  Act  would  be  amended  in  several  respects: 

The  present  Act  provides  that  the  Secretary  of  Agriculture 
shall  from  time  to  time  "during  the  calendar  year"  determine  whether 
any  area  vdll  be  unable  to  market  its  quota.    By  omitting  the 
words  "during  the,  calendar  year"  the  Secretary  could,  if  he  had 
the  information,  make  a  deficit  determination  and  proration 
during  December  immediately  follov/ing  his  determination  of  total 
consumption  requirements.    This  \vould  enable  the  Department  to 
establish  quotas  for  the  various  domestic  and  foreign  areas  prior 
to  January  1,    This  ivould  be  of  advantage  to  the  trade  and  to  the 
administrative  agencies. 

A  proviso  that  makes  it  impossible  for  a  domestic  area  to  share 
in  a  deficit  whenever  the  determination  of  total  requirements  is  less 
than  7,000,000  tons  is  omitted.    The  provision  seems  useless  in  view 
of  our  present  and  prospective  consumption. 
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under the  proposed  amendment  any  Philippine  deficit  irould  be 
shared  in  the  same  manner  that  increased  consumption  is  shared, 
96  percent  to  Cuba  and  4  percent  to  full  duty  countries.  The 
present  Act  gives  95  percent  to  Cuba  and  5  percent  to  full  duty 
countries • 

Section  204(a)  of  the  Act  would  be  revised  to  enable  the  Sec- 
retary to     determine  that  full  duty  countries  as  a  whole  would  bo 
unable  to  fill  their  quota.    He  could  then  increase  the  quota  of  Cuba 
by  the  amount  of  such  deficit «     The  present  and  past  acts  have  contain- 
ed no  such  provision.    Although  the  provision  is  not  of  vital  importance, 
it  seems  prudent  as  we  face  an  expanding  future  demand  to  make  it 
possible  for  the  Secretary  to  declare     such  deficit  and  transfer  the 
quota  to  Cuba  where  it  coald  be  utilized.     In  considering  this  pro- 
posed provision  it  might  be  kept  in  mind  Dhab  under  subsection  (b) 
the  Secretary  is  authorized  to  reapportion  the  full  duty  quota  among 
the  various  full  duty,  countries,  and  under  section  204(a)  he  is  able 
to  determine  a  deficit  for  Cuba  and  revise  the  domestic  qaotas 
accordingly.    The  suggested  revision,  therefore,  would  meke  it  possible 
to  insure  the  utilization  of  the  full  duty  quota. 

Finally,  section  204(a)  of  the  Act  would  be  amended  by  simplify- 
ing the  procedure  for  dealing  with  deficits.    The  present  provisions 
of  the  Act  with  respect  to  the  method  of  prorating  deficits  would  not 
be     changed  so  long  as  the  areas  receiving  the  pr  or  at  ions  were  able  to 
supply  the  necessary  sugar.    The  proposed  amendment  would  simplify 
procedure  in  cases  in  which  one  or  mors  of  the  areas  could  not  fill 
the  increased  quota. 

The  provision  of  section  2P>4(a)  which  requires  that  the  amount 
of  any  Philippine  deficit  can  be  filled  only  with  raw  sugar  is 
omitted  because  the  point   is  covered  by  an  amendment  to  section  207. 

Section  2©4(b)  of  the  Act  would  be  revised  to  make  it  more  flex- 
ible.   The  present  provision  requires  the  Department  to  determine  on 
the  first  of  September  of  each  year  the  extent  to  which  any  full  duty 
countries  have  failed  to  fill  their- respective  proration  of  the  full 
duty  quota  and  requires  the  Secretary  to  reassign  such  amounts  to 
countries  that  have  filled  their  prorations  by  thac  date.    The  pro- 
posed revision  would  enable   the  Secretary  to  make  the  necessary 
determination  whenever  the  facts  became  available  and  to  assign  the 
additional  quantities  to  countries  most  likely  to  fill  the  revised 
proration.    The  original  prorations  to  full  duty  countries,  would  still 
be  reassigned,  if  not  utilized  by  September  1. 

Section  204(c)  would  be  amended  slightly  for  technical  clarity 
without  changing  the  substance.    Technically,  there  is  one  quota  for 
full  duty  countries  as  a  whole  and  this  is  prorated  among  them.  As 
it  now  stands,  the  terra  *':quota"  is  used  in  reference  to  the  proration 
to  the  individual  countries. 
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Section  207  of  the  Act  would  be  amended  by  adding  a  new  subsection  (h). 
The  present  Act  permits  full  duty  countries  to  fill  with  either  raw  or 
direct -consumption  sugar  cheir  quota  amounting  to  1.36  percent  of  the 
quantity  by    which  United  States  requirements  exceed  the  sura  of  the  fixed 
quotas  for  the  domestic  areas  and  the  Philippines.    Actually,  the  full 
duty  countries  have'  filled  only  about  one-third  of  their  quota  of  direct- 
consumption  sugar  and  the  remainder  with  raw  sugar.     It  was  felt  that  the 
increase  in  the  participation  of  full  duty  ..countries  in  our  market  should 
not  change  the  balance  previously  established  between  raw  and  direct- 
consumption  sugar.    The  proposed  amendment  would  enable  full  ,  duty  count- 
ries to  ship  to  this  country  the  same  total  quantity  of  direct -con sumpt- 
ion sugar  as  they  now  can  under  the  Sugar  Act  of  1948.    To  prevent  one 
or  more  countries  from  encroaching  on  the  shares  for  others,  a  proviso 
is  included  to  enable  each  country  to  enter  no  less  direct -con sumption 
sugar  than  it  did  on  the  average  during  the  years  1948,  1949  ajid  1950. 

Section  411  of  the  Act  would  be  amended  by  extending  the  termination 
date  from  December  31,  1952  to  Decombur  31,  1956.     Since  the  domestic 
areas  operate  under  fixed  quotas,  it  is  considered  inadvisable  to  make 
the  duration  for  a  longer  peirod.     It  is  always  possib]e  that  fixed 
quotas  may  begin  to  pinch  unduly  on  some  area  and  if  the  proposed  amend- 
ments are  adopted,  three  of  the  five  domestic  areas  will  have  had  their 
quotas  unchanged  for  nine  years. 

Section  3508  of  the  Internal  Revenue  Code  would  be  amended  by  extend- 
ing   the  period  for  the  excise  tax  on  sugar  from  June  30,  1953  to  June  30, 
1957. 

The  final  section  of  the  bill  makes  the  proposed  amendments  become 
effective  January  1,  1953,  but  would  enable  the  Secretary  to  make  the 
necessary  consumption  reqjirement  determination  for  1953  in  the 
probeding  December,  as  is  customary.     It  v/ould  also  enable  him  to  issue 
the  other  determinations  end  regulations  as  reqaired  without  waiting 
until  January  1953. 

The  proposed  amendments,  therefore,  would  permit  the  carrying  out 
of  the  Sugar  Act  of  1948  without  change  to  the  date  of  its  original 
■Germination  and  would  extend  the  Act  with  the  proposed  modifications  for 
an  additional  four  years.     If  the  Act  is  extended,  as  proposed,  during, 
the  present  session  of  Congress,  sugar  producers  in  the  domestic  and 
foreigi  areas  supplying  this  market  will  be  able  to  plan  their  1952 
production  program  with  the  prior  knowledge  that  they  will  be  able  to 
market  their  crope    diring  1953  under  the  safeguards  of  the  sugar 
legislation. 

It  is  believed  that  these  proposals  constitute  a  reasonable  com.- 
promise  of  the  conflicting  views  and  objectives  of  the  various  groups. 
It  was  not  possible  to  give  each  group  all  of  the  marketing  opportunit- 
ies and  all  of  the  protections  it  desired.    Puerto  Rico  would  have  liked 
a  larger  quota.    Many       the  West  would  have  desired  a  larger  best  sugar 
quota.     Our  mainland  cane  growers  too  would  have  liked  a  larger  qaota. 
Against  these  desires  were  considered  the  international  trade  objectives 
of  the  legislation. 
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Peru  and  the  Dominican  Republic  made  stronr;  pleas  for  still  larger 
quotas.    Cuba,  on  the  other  hano,  naturally  "would  have  preferred  to  continue 
the  Sugar  Act  of  19U8  for  as  long  as  possible  without  change.     In  view  of  the 
upward  trend  in  consumption  in  the  United  States,  it  is  evident  that  Cuba's 
quotas  will  average  even  higher  during,  the  period  of  the  proposed  extension 
than  they  will  under  the  Sugar  A.ct  of  I9I48. 

On  the  whole,  it  is  believed  that  the  various  interested  groups  accept 
the  proposed  bill  as  a  reasonable  sot  of  compromises.    One  point  is  still  at 
issue.     One  of  the  domestic  companies,  a  large  importer  and  distributor  of 
molasses  and  sirups,  requested  that  the  definition  of  liquid  sugar  be  re- 
vised to  provide  that  the  percentage  of  soluble  non-sugar  r^olids  be  equal  to 
5  percentum  or  less  of  the  total  soluble  non-sugar  solids.    The  present 
definition  specifies  6  percentum.  . 

This  proposal  has  a  long  history.    Under  the  Jones-Gostigan  Sugar  Act 
of  193h,  the  following  definition  was  included:     "The  term  'sugar'  means 
sugar  in  any  form  whatsoever,  derived  from  sugar  beets  or  sugarcane,  whether 
raw  sugar  or  direct-consumption  sugar,  including  also  edible  molasses,  sirups 
and  any  mixture  containing  sugar  (except  blackstrap  molasses  and  beet  molasses). 
In  the  administration  of  the.  Act,  the  Secretary  of  Agriculture  issued  regu- 
lations covering  the  quantity  of.  sir  14)3  and  sugar  mixtures  ?^rhich  could  be 
imported  for-  consumption  into  the  continental  Ibited  States.      In  the  regula- 
tion issued  December  12,  1936,  it  was  stated  that  "the  term  'sirups  and 
sugar  mixtures '.. .means  any  sugars  which  are  principally  not  of  crystalline 
structure, . .which  contain  soluble  non-sugar  solids  of  less  than  6  percent  of 
the  total  soluble  solids...".    In  the  Sugar  Acts  of  1937  and  19U8,  the  term 
"liquid  sugar"  has  been  similar Ij-'  defined  and  import  quotas  for  liquid  sugar 
have  been  established  for  Cuba  and  the, Dominican  Republic  equal  to  those 
established  in  the  193^  regulation. 

In  connection  with  the  19ul  extension  of  the  Sugar  Act,  the  Agriculture 
Committee  of  the  liouse  considered  the  matter  and  decided  that  the  percentage 
should  be  inc  reased  to  8  percent.    The  bill  passed  the  House  in  that  form. 
The  Executive  Departments  recommended  against  the  provision  on  the  grounds 
that  it  Tvould  be  injurious  to  countries  that  had  been  shipping  edible  sirups 
to  the  United  States.    Since  the  proposed  extension  was  not  considered  by 
the  Senate  until  after  Pearl  Harbor,  when  j.t  seemed  unvdse  to  make  changes 
that  might  cause  international  controversies,  it  ?ra.s  decided  to  extend  the 
act  vdthout  change. 

It  appears  to  have  been  the  consistent  position  of  the  one  company  that 
the  definition  of  liquid  sugar  should  have  been  confined  to  solutions  con- 
taining less  than  h  percent  of  soluble  non-sugar  solids.    Apparently  the  rest 
of  the  domestic  sugar  industi-y  believed  that  8  percent  was  the  proper  figure. 

There  appear    to  be  no  natural  dividing  lines  that  can  serve  as  guides 
for  such  definition.     It  is  sometimes  said  that  sirups  and  molasses  are  pur- 
chased for  taste,  whereas  liquid  sugar  is  pui'chasod  for  sweetness.    This,  of 
course,  is  a  matter  of  degree.    Essentially,  the  same  situation  appears  to 
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exist  in  the  crystalline  field  between  refined  sugars  on  the  one  hand  and  dar 
brown  sugars  on  the  other.    As  the  soluble  non-sugar  solids  are  reduced,  the 
product  approaches  refined  sugar  or  its  equivalent  in  liquid  sugar. 

Considerable  point  is  made  of  the  fact  that  Barbados  molasses  is  low  in 
soluble  non-sugar  solids  and  frequently  falls  within  the  definition  of  liquid 
sugar,     rearing  the  period  that  this  definition  has  been  in  effect,  imports 
fran  Barbados  have  gone  down  from  1,565^000  gallons  to  87,000  gallons. 
Last  year  they  were  up  to  680,000  gallons.    Apparently,  other  factors  are  of 
more  importance  than  the  definition  of  liquid  sugar  in  determining  imports. 
Imports  from  Barbados  are  sn:all  in  comparison  with  those  from  Cuba,     It  must 
be  admitted  that  from.  Cuba,  at  least,  any  quality  of  product  from  liquid 
sugar  to  blackstrap  can  be  obtained.    Therefore,  any  difficulty  arising  from 
the  definition  in  that  case  is  the  importer's  responsibility.    It  must  be  kep 
in  mind  also  that  the  definition  which  would  be  applicable  to  such  imports 
would  also  be  applicable  to  refiners'  sirup  and  other  sirups.    The  few  thou- 
sands of  gallons  of  Barbados  molasses  that  might  be  affected  sViould  not 
dominate  thinking  to  the  exclusion  of  consideration  of  the  millions  of 
gallons  of  other  sirups  and  molasses  affected.     In  this  connection  it  must  be 
recalled  that  during  the  war  the  production  of  refiners'  sirups  alone  in- 
creased to  eight  times  the  preY^ar  level.     It  is  common  laiowledge  that  the  in- 
creased quantity  was  used  as  a  sugar  substitute. 

Finally,  it  is  clear  that  any  dividing  line  will  present  difficulties. 
Producers  always  hew  to  the  dividing  line  as  closely  as  possible.  Unavoidabl 
they  will  go  too  far  in  some  cases. 

After  giving  the  matter  careful  consideration,  the  Sugar  Branch  has 
reluctantly  come  to  the  conclusion  that  it  is  unable  at  this  time  to 
recommend  a  lowering  of  the  figure  for  soluble  non-sugar  solids 


A  BILL 


To  amend  and  extend  the  Sugar  Act  of  19hQ 
and  for  other  purposes 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  iVmerica  in  Congress  assembled,  That  section  202~of 
the  Sugar  Act  of  19li8  is  hereby  amended  to  read  as  f  olloivs : 

'•SEC.  202,    V/henever  a  determination  is  made,  pursuant  to  section 
201,  of  the  amount  of  sugar  needed  to  meet  the  requirements  of  consumers, 
the  Secretary  shall  establish  quotas,  or  revise  existing  quotas — 

"(a)    P'or  domestic  sugar-producing  areas,  by  apportioning  among 

such  areas  hfhhhfOOO  short  tons,  ravf  value,  as  follows: 


"(b)    For  the  Republic  of  the  Philippines,  in  the  amount  of 
nine  hundred  and  fifty-two  thousand  short  tons  of  sugar  as  specified 
in  section  211  of  the  Philippine  Trade  Act  of  19U6. 

"(c)    For  foreign  countries  other  than  the  Repul^lic  of  the 
Philippines,  by  prorating  among  such  countries  an  amount  of 
sugar,  raw  value,  equal  to  the  amount  determined  x^ursuant  to 
section  201  less  the  sum  of  the  quotas  established  pursuant  to 
subsections  (a)  and  (b)  of  this  section,  on  the  following  basis: 

Area  Per  centum 

Cuba  96 
Foreign  countries  other  than  Cuba  and 

the  Republic  of  the  Philippines  Ij. 

"Ninety-five  per  centum  of  the  quota  for  foreign  countries 
other  than  Cuba  and  the  Republic  of  the  Philippines  shall  be  pro- 
rated among  such  countries  on  the  basis  of  the  average  amount  imported 
from  each  such  country  within  the  quotas  established  for  the 
.years  19UB,  19l|9,  and  19^0,  except  that  a  separate  proration  need 
not  be  established  for  any  country  which  entered  less  than  tv/o  per 
centum  of  the  average  importations  within  the  quotas  for  such  years. 
The  amount  of  the  quota  not  so  prorated  may  be  ^^illed  by  countries 
not  receiving  separate  prorations,  but  no  such  country  shall  enter 
an  amount  pursuant  to  this  subsection  in  excess  of  one  per  centum 
of  the  quota  for  foreign  caantries  other  than  Ciiba  and  the  Republic 
of  the  Philippines. 


Area 


Short  tons,  rav^  value 


Domestic  beet  sugar 
Mainland  cane  sugar 
Hav/aii 
Puerto  Rico 
Virgin  Islands 


1,800,000 
^00,000 


1,0^2,000 
1,080,000 


12,000 
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"(d)    Notv/ithstanding  the  other  provisions  of  this  title  II, 
the  minimum  quota  established  for  Cuba,  including  increases  result- 
ing from  deficits  determined  pursuant  to  section  20h(a),  shall  not 
be  less  than  the  following: 

(1)  28.6  per  centum  of  the  amount  of  sugar  determined 
under  section  201  when  such  amount  is  7,)iOO,000 
short  tons  or  less;  and 

(2)  2,116,000  short  tons,  when  the  amount  of  sugar 
determined  under  section  201  is  more  than  7,hOO,000 
short  tons. 

"The  quotas  for  domestic  sugar-producing  areas,  established  pursuant 
to  the  other  provisions  of  this  title  II,  shall  be  reduced  pro  rata 
by  such  amounts  as  may  be  required  to  establish  such  minimum  quota 
for  Cuba." 

S^^C.  2.     Section  20lt  of  such  Act  is  amended  to  read  as  follov/s: 

"SEC.  20U  (a).    The  Secretary  shall  from  time  to  time  determine 
whether,  in  view  of  the  current  inventories  of  sugar,  the  estimated 
production  from  the  acreage  of  sugarcane  or  sugar  beets  planted, 
the  normal  marketings  within  a  calendar  year  of  new-crop  sugar,  and 
other  pertinent  factors,  any  area  vj"ill  be  unable  to  market  the  quota 
for  such  area.    If  the  Secretary  finds  that  any  domestic  area  or  Cuba 
will  be  unable  to  market  the  quota  for  such  area,  he  shall  revise  the 
quotas  for  the  domestic  areas  and  Cuba  by  prorating  an  amount  of  sugar 
equal  to  the  deficit  so  determined  to  the  other  such  areas  on  the  basis 
of  the  quotas  then  in  effect.     If  the  Secretary  finds  that  the  Republic 
of  the  Philippines  will  be  unable  to  market  the  quota  for  such  area,  he 
shall  revise  the  quotas  for  Cuba  and  foreign  countries  other  than  Cuba 
and  the  Republic  of  the  Philippines  by  prorating  an  amount  of  sugar  equal 
to  the  deficit  so  determined,  as  follows; 

To  Cuba  96  per  centum 

To  foreign  countries  other  than  Cuba 

and  the  Republic  of  the  Philippines  I4.  per  centum 

If  the  Secretary  finds  that  foreign  countries  other  than  Cuba  and  the 
Republic  of  the  Philippines  cannot  fill  the  quota  for  such  area,  he 
shall  increase  the  quota  for  Cuba  by  an  amount  equal  to  the  deficit. 

"Y/henever  the  Secretary  finds  that  any  area  will  be  unable  to 
fill  its  proration  of  any  such  deficit,  he  may  apportion  such  unfilled 
amount  on  such  basis  and  to  such  areas  as  he  determines  is  required 
to  fill  such  deficit. 

"(b)    "''Tienever  the  Secretary  finds  that  any  country  will  be 
unable  to  fill  the  proration  to  such  country  of  the  quota  for 
foreign  countries  other  than  Cuba  and  the  Republic  of  the  Philippines 
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established  under  section  202 (c)^  or  that  any  part  of  such  pro- 
ration has  not  been  filled  on  Septenber  1  of  the  calendar  year, 
he  may  ai^portion  such  unfilled  amount  on  such  basis  and  to  such 
countries  as  he  determines  is  required  to  fill  such  proration. 

"(c)     The  quota  or  iipplicable  proration  for  any  domestic  area, 
the  Republic  of  the  Philippines,  Cuba,  or  other  -^oreign  countries 
as  established  under  the  provisions  of  section  202  shall  not  be  re- 
duced by  reason  of  any  determination  of  a  deficit  existing  in  any 
calendar  year  under  the  provisions  of  subsections  (a)  and  (b)  of  this 
section." 

S^G.  3.     Section  20?  of  such  Act  is  amended  by  ad'ling  a  new  sub- 
section (h)  as  follows: 

"(h)     The  quota  for  forei/^n  countries  other  than  Cuba  and  the 
Republic  of  the  Philippines  may  be  filled  by  direct-consumption  sugar 
only  to  the  extent  of  1,36  per  centum  of  the  amount  of  sugar  determined 
pursuant  to  section  201  less  the  sum  of  the  quotas  established  in 
subsections  (a)  and  (>^)  of  section  202  i     Provided,  That  each  such 
country  shall  not  bo  permitted  to  enter  an  amount  of  direct-consump- 
tion sugar  not  less  than  the  average  amount  entered  by  it  during  the 
years  19h8,  19U9,  and  1950." 

SFC.  h.     Section  UU  of  such  Act  is  amended  to  read  as  follovvs: 

"S^C.  hll.     The  powers  vested  in  the  Secretary  under  this  Act 
shall  terminate  on  December  31^  19^6,  except  that  the  '"ecretary  shall 
have  power  to  make  payments  under  title  II..  under  prorrrans  applicable 
to  the  crop  year  19'?^  and  previous  crop  years." 

Sr,C.  5.    Section  3^08  of  the  Internal  Revenue  Code  (relating  to 
termination  of  taxes)  is  amended  by  striking  out  "June  30,  19^3" 
wherever  appearing  therein  and  inserting  in  lieu  thereof  "June  30,  19?7". 

SEC.  6,    The  amendments  herein  shall  become  effective  January  1, 
1953,  except  that  sections  1  through  3  hereof  shall  be  effective  for 
purposes  of  the  determinations  and  regulations  reqiiired  for  the 
calendar  year  19^3. 


THE  BACaGROTOID  AInID  OPERATIONS  OF  TKE  SUGAR  ACTS 


Importance  of  the  Domestic  Sugar  Industry 

Almost  8  million  tons  of  refined  sugar  were  distributed  in  the  United 
States  last  yeara     Had  all  of  it  been  sold  at  retail,  its  value  would 
have  been  more  than  one  and  a  half  billion  dollars.    At  the  average 
Nev/  York  wholesale  net  cash  price  for  the  year,  its  value  was  one  and 
a  quarter  billion  dollars. 

More  than  half  of  this  sugar  ims  produced  in  continental  United  States 

and  the  insular  territories  and,  of  the  remainder,  all  but  10  percent 

was  refined  in  this  coinitry.     The  beet  sugar  production  of  22  t'Testern 

and  ITort'h  Central  States  appro^dnatod  2  nillicn  tons  in  1950. 

Raw  sugar  production  in  Louis iaiia  and  Florida  amounted  to  560  thousand 

tons,  and  in  Iiav/s.ii  and  Puerto  Rico  production  appro:d.ma.ted  2.2  million 

tons. 

Thirty-four  cone  sugar  refineries,  71  beet  sugar  factories,  and  120 
raw  cane  sugar  mills  arc  in  operation  in  the  Unit 3d  States.  These 
factories  omclo3?-  appro xiir£.tely  72  thouvsand  Tvorkers  and,  in  addition, 
there  are  275  thousand  fam  -.vorkers  employed,  principally  on  a 
seasonal  basis,  in  sugarcane  and  sugar  beet  fields*    Iloro  than  50 
thousand  farm  operators  grow  sugarcane  or  sugar  beets,  .and  in  addition 
there  are  20  thousand  co-producers  or  non-operating  farm  landlords 
who  share  in  the  crops. 

In  the  localities  "v^jhere  grov.Ti,  sugar  beets  account  for  a  substantial 
portion  of  farm  incom.o»     In  Weld  County/-,  Colorp.do,  for  instance,  it 
is  estimated  that  sugar  boots  represent  from.  25  to  30  percent  of  the 
total  vcluc  of  all  crops.    Sugarcane  looms  oven  I'-'.rgor  in  the  single- 
crop  agriovJtv.ral  oc enemy  of  the  areas  where  it  is  grovrn.     In  Iberia 
Parish,  a  count;;-  located  in  the  heart  of  the  Louisiana  sugar  belt, 
it  is  estimtod  that  sugarcane  constitutes  two-thirds  of  tho  total 
value  of  all  farm,  crops.     In  "'ujrto  Rico,  sugar,  m.olasscs,  and  rum 
make  up  approximtoly  two-thirds  of  tho  value  of  all  out-shipments; 
and  in  1S47,  the  last  year  for  which  such  information  is  available, 
sugar  and  molasses  reprosontcd  43  percent  of  the  -vp-Iuc  of  all  out- 
shipments  from  Hawaii. 

To  look  at  it  in  another  wajr,   bhe  average  American  in  1950  consumed 
approximately  97  pounds  of  refined  sugar,  and  for  that  portion  of  it 
which  he  purchased  as  sugar  he  paid  an  average  of  nine  and  three-quarters 
cents  per  pound.    By  v.'ay  of  comparison,  in  1900  the  average  consumer 
used  70  poxmds  and  the  price  he  paid  for  it  was  6.1  cents. 


World  Situation 


The  past  centur;/  has  marked  tho  transition  of  su^^ar  from  a  lu:airy 
product  to  a  basic  part  of  the  diet  of  most  of  the  world  and  one  of 
the  cheapest  foods  per  calorie*     Between  18G0  imd  1950,  sugar  prices 
in  the  U.  S.  declined  by  20  percent,  while  the  index  for  all  foods 
increased  more  than  200  percent. 

The  downv^ard  trend  in  sugar  prices  has  c-.ccvompaniod  groat  increases  in 
production.    A  century  ago  sugar  v/o.s  produced,  chiefly  by  primitive 
methods,  as  an  export  crop  in  a  relatively  feu  tropical  areas c 
In  contrast  to  this,  the  vforld's  stxgar  output  in  1950  totaled  40  million 
tons,  15  times  the  volume  produced  a  century  ago.    Beet  sugar  production 
has  expanded  from  less  than  10  percent  to  more  than  one  third  the  total 
(See  figure  1),  and  now  plays  an  important  role  in  the  rotation  system 
and  livestock  oconom.y,  as  xvcll  as  in  agricultural  policy,  in  areas 
whore  beets  are  grovm. 

Today  sugar  is  groi/m  by  botli  exporting  and  im.porting  countries  in 
almost  every  part  of  the  world.    As  production  has  increased,  the-  world' 
sugar  economy  has  become  much  more  complex-o.nd  increasingly  susceptible 
to  depression,  since  output  can  not  bo  contracted  r-pidly  when  prices 
are  unfavorable.    In  tho  cane  areas,  m.oreovcr, heavy  capital  inv:3stmont 
has  raised  tho  ra.tic  of  fixed  to  variable  costs.  Adding  to  the 
complexity  is  the  fact  that  most  countries  have  tariffs  or  other  trade 
restrictions,  subsidies  ,  or  mo2iopnlies  vjhich  affect  production, 
aonsmption,  and  trade  in  sugar. 

At  the  outbreak  of   Jcrld  War  II,  only  about  10  percent  of  the  v/orld's 
production  xvas  traded  on  the  free  m.arkot.     Tho  free  market  (chiefly  Cuba 
supplied  a  higher  percentage  of  the  total  irismodiately  follovdng 
World  ViCir  II  because  of  the  ;vartime  decline  in  sugar  production  in 
many  protected  areas.    Hcn/zevor,  by  1950  the  policies  of  m.ost  of  the 
important  sugar -consuming  nations  were  again  bo.scd  on  flirthcr  production 
increases  in  the  .areas  included  within  thoir  protective  systcmis. 
(Seo  figures  2  and  3.) 

As  outlets  for  free  market  sugar  are  reduced,  the  position  of  the 
frcc-markct  exporters  bccomics  increasingly^-  unstable.    Fluctuations  in 
output  or  in  importers'  requirements,  even  though  si;iall  compared  with 
total  world  production,  may  be  largo  in  comparison  with  the  amovint  of 
sugar  which  can  bo  sold  on  the  free  market.     Since  most  non-exporting 
countries  look  to  tho  free  market  to  meet  the  residual  of  their 
requirements  not  filled  by  producers  m thin  their  ovm.  protective 
systems,  it  is  the  free  mifirket  ■vfiiich  feels  riost  of  th-;  incidence  of 
the  world's  fluctuations  in  production  and  requirements.     As  the  freo 
market  shrinks,  these  fluctuations  have  a  progressively  greater  impact 
on  prices.     Since  the  U.  S.  imports  a  substantial  share  of  its  sugar 
roquirements  from  Cuba  (which  is  also  the  largest  exporter  to  the  free 
market),  U.  S.  producers  and  co:iEi.imors  cannot  bo  wholly  insulated  from 
extreme  price  changes  on  the  freo  market. 
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REFINED  SUGAR  CONSUMPTION  IN  SELECTED  COUNTRIES 

(POUNDS  PER  CAPITA) 
1948 

POUNDS  PER  CAPITA  •^-r^ 


Figure  4.    The  Ifaitod  States  is  an»ng  the  countries  having  relatively  low  retail  sugar  prices. 
Among  the  countries  having  lower  prices  are  several  subsidizing  the  cost  of  sugar  to  consumers. 
Low  prices  tend  to  be  associated  with  high  oonsianption  and  vice  versa.    Other  factors  influencing 
sugar  consumption  are  consumer  purchasing  power  and  restrictive  governmental  policies.    Prices  as 
of  March  1949  wore  converted  to  U.  S.  cents  at  exchange  rates  prevailing  before  currency  devaluation. 
Data  available  for  August  1950  indicate  that  prices  in  terms  of  local  currencies  were  largely 
unchanged  from  those  of  March  1949.    Therefore,  in  D.  S.  currency,  prices  as  of  August  1950  for 
may  countries  would  be  about  50  percent  lower  than  those  shown  in  this  figure.    The  ultimate  effects 
of  currency  devaluation  are  not  yet  evident. 


In  many  countrios  the  vr.rious  trade  restrictions  result  in  high 
consumer  prices  and  reduced  consumption.    Fi^jurc  4  shows  rctr.il 
prices  of  sugo.r  in  sclcctod  countries  as  of  Ilarch  1949.     The  mdc 
range  in  prices,  from  4.6  cents  a  pound  in  Dornnark  to  56c8  cents 
in  U.  S.S.R. ,  ^J•ould  not  "be  possible  under  freely  competitive  cronditions. 
A  theoretical  froG-markct  retail  price  might  "bo  obtained  by  adding 
to  the  March  1949  world  price  of  4.2  cents  (f.o.b.  Cuba),  another 
three  to  five  cents,  corresponding  to  costs  of  refining,  transportr.ticn, 
and  distribution.     'This  v/ould  yield  a  maximurpi  free  retail  price  of 
about  7  to  9  cents.    Countries  v;here  iJricos  are  above  that  level 
presumably  impor.c  restrictions  on  sugar  trade  and  consumption; 
countries  vdicrc  prices  arc  much  belov/  that  level  generally  do  not 
impoi't  sugar,  or  thejr  subfiidizo  the  cost  of  sugar  to  consumers. 
The  U.  S.  price  of  9.5  cents  is  one  of  the  lov/cst  .?jnong  importing 
countries  v/hich  do  not  subsidize  cor.sumpt ion. 

Tariffs  cahd  internal  taxes  ranounting  to  more  tho.n  two  cents  a  pound 
on  imported  sugar  arc  common.     In  Italy,  Spain,  Czechoslovakia,  HtAngar^r, 
Rumania,  P^gypt^  and  Brazil  taxes  levied  on  imported  sugar  are  more 
than  5  cents  a  pound.     In  many  countries  additional  restrictions  are 
used  in  conjunction  vd.th  taxes  on  sugar.    Many  go-rernments  control 
the  entire  sugar  industry,  cither  directly  or  through  quasi-govornmcnt 
corporations.     Prices  are  fixed  frrai  tho  producer  through  the  retailer 
level,  and  imports  limited  t>ir''Ugh  licojising  or  allocations  of  foreign 
exchange.    In  general,  such  restrictions  on  supply  accompany  retail 
prices  well  above  ooripotitivc  levels,  though  in  a  fev;  countries, 
notably  the  U.ir.^,  Eire,  and  Denjnai"!::,  protection  of  high-cost  producers 
accompanies  IctT  retail  prices  as  a  result  of  consumer  subsidies. 
In  these  countries  sugar-rationing  is  still  used  to  reduce  the 
pressure  of  consumer  demraid  on  short  supplies. 

The  off Gotivonoss  of  high-prices  as  a .  restrictive  m.casurG  m^sy  bo 
judged  from  the  per  copita  consumption  shovra.  in  figure  4.    High  per 
capita  sugar  consimiption  in  1948  v:ao  generally  associated  yrlth  low  or 
moderate  retail  prices.     U.  3,  consumption  of  92  pounds  was  exceeded 
only  by  that  in  Australia,  Nov/  Zeal.and,  Canada,  and  .Si^'cdcn,  vrhero 
prices  also  arc  relatively  lo'.-.    At  Liho  other  end  of  the  scale,  the 
high  prices    of  sugar  in  such  countries  as  Italy,  Spaii:,  HungC'.ry,  Iran, 
and  Poland  v/ere  accor.ipaniod  by  lovr  per  capita  consuraption.  The 
relationship  bot'TCcn  prices  and  per  capita  consumption  is  not  perfect, 
as  consuraption  is  influenced  hy  other  cconom.ic  factors  besides  price, 
notably  consumer  purcho.sing  poi7er»     In  general,  the  countries  with 
high  ccnsujnptlon  and  lo^r  prices  ivere  also  those  mtli  relatively  high 
purchasing  pov/or.    A  price  of  10  cents  a  pound  is  probably  less 
burdensome  to  U.  S.  consum.ors  than  tho  seme,  or  even  lo-vvor,  prices 
would  be  to  c '.insir^iers  in  m.ost  other  countries.     In  terms  of  consumer 
purchasing  pov;or  sugar  prices  in  the  United  dtates  xjoro  the  lowest 
reported  in  tho  -.vorld. 


TAIhilo  mr.ny  countries  restrict  sugar  ijnports,  others  stiRulo.to  exports 
by  moans  of  subsidies.     Since  subsidies  arc  often  indirect,  it  is  net 
a.lv/ays  easy  to  recognize  their  presence.     In  general  a  subsidy  nay  be 
said  to  exist  when  the  price  of  sugar  for  export  is  substantially 
below  the  corresponding  price  for  donostic  consiription. 

Exports  of  sugar  arc  subsidized,  at  least  occo.sionally,  by  many 
countries,  but  the  implications  of  this  practice  for  the  free  market 
vary  vadely.     Some  countries  resort  to  export  subsidies  as  a  temporar^.r  ' 
expedient  to  relievo  them^  of  unexpected  sugar  surpluses  o.nd  others^ 
which  norm^ally  produce  sugar  for  export,  onplo3r  subsidies  occasionally 
to  offset  losses  from  a  decline  in  the  v/orld  price. 

Such  occasional  subsidies,  hcv;evor,  do  not  contribute  so  much  to  the 
instability  of  the  ViTorld  market  as  the  large  subsidized  c:q)orts  vfniQh 
regularly  result  from  the  sugar  policies  of  certain  countries,  notably 
those  of  Eastern  Europe.     Port  of  their  loss  from  exporting  sugar  below 
cost  is  made  up  by  charging  voi-y  high  prices  for  sugar  consumed  ■ 
dom.estically,  as  illustrated  by  the  retail  prices  in  En.stern  European 
countries  shown  in  figure  4.     If  per  capita  sugar  conswiiption  in 
Eastern  Europe  wore  net  limited  by  high  prices  and  other  rostrictin:is, 
most  of  the  sugar  produced  there  could  probably  be  consumed  within  that 
area  and  would  not  be  a  constant  throat  to  the  stability  of  the  freo  morket 

Wages  and  labor  productivity  arc  important  elements  in  determining  an 
aroa^s  relative  efficiency  and  its  ability  to  compute  mth  other  areas. 
The  daily  cash  earnings  of  field  iTr^rkers  harvesting  sugar  crops  in 
selected  areas,  presented  in  figure  &j  cover  a  wide  range,  from  si'8.95 
in  HaiAn^.ii  to  in  Ilauritius.     The  high  oaminrs  in  Hawaii  and  the 

U»  S.  beet  area  have  been  m.ade  posEibio  by  their  high  prodi;ctivity. 

Only  general  comparisons  among  areas  on  the  basis  of  these  data  may 
be  made,  as  daily  earnings  (oven  if  adjusted  for  rclativo  productivity) 
do  not  represent  the  saiao  percentage  of  total  or  of  labor  cost  for  all 
areas.     In  liawaii,  the  TJ.  S,  boot  area,  and  Louisiana,  v^hero  harvesting 
is  largely  m.echanized,  costs  of  machine  maintenance  would  need  to  be 
taken  into  account  for  com.plete  comparability  with  hand-harvcstcd  areas. 
Also,  since  the  daily  earnings  arc  confined  to  co.sh,  thoy  do  not  take 
into  accoimt  the  perquisites  such  as  housing,  fond,  social  insurance, 
etc.  T/vhich  are  also  furnished  to  workers  in  many  areas.     Perhaps  avon 
more  important,  the  earnings  data  are  not  a  measure  of  relative  real 
income  because  of  the  great  differences  which  customarily  prevail  v.-ith 
regard  to  general  wage  levels,  living  standards,  and  prices  of  consumer 
goods. 

Nevertheless,  differences  in  wi'.ges  do      '  constitute  an  important 
competitive  factor  in  many  cases.     The  essential  one-crop  character  of 
most  sugar  cane  producing  areas,  the  largo  investments  requiring 
continuous  production  and  the  relative  irmobilit;/  of  labor  make  7;ago 
levels  of  greater  importance  than  thoy  \-"c^uld  be  in  many  enterprises. 
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United  states  Situation 


Total  sugar  supplies  available  for  narketin,?:  in  the  United  States 
have  more  than  trebled  in  the  past  50  years,  while  production  in  U.  S. 
areas  has  increased  more  than  six  times.     In  1950,  domestic  areas 
supplied  more  than  half  of  this  country's  requirements  as  against  only 
30  percent  in  1900.     (See  figure  6.) 

Among  the  domestic  sources,  the  U.  $#  beet  area  has  shovm  the  greatest 
increase  -  over  1000  percent.     Hs:cfc  come  Hawaii  and  J~'uerto  -lico,  each 
with  increases  of  over  200  percent j  and  finally  the  mainland  cane  areas, 
where  total  production  in  1950  was  aliaost  double  that  of  1900. 

In  1950  Cuba  supplied  this  country'-  'Adth  six  times  as  mucl-  sugar  as  it 
did  in  1900;  and  the  Philippines  have  become  a  major  supplier  v/hereas 
they  were  a  negligible  source  of  supplies  at  the  beginning  of  tho 
oentur'/-.    On  tho  other  hand,  whereas  in  1900  vjq  im.ported  350,000  tons 
of  European  beet  sugar,  since  the  outbreak  of  l7orlrt  War  I  imports  of 
beet  sugar  have  been  negligible. 

Until  1923,  imports  from  Cuba  increased  m-uch  more  rapidly  than  those 
from  the  Philippines.    Between  1924  and  1933  those  from  the  Philippines 
increased,  "Aiile  Cuba's  marketings  declined.     The  increase  in  Philippine 
production  at  the  expense  of  Cuba  v;as  clearly  one  of  tho  major  factors 
affecting  the  Cuban  s\igar  economy  during  that  period.     From  1934  until 
the  outbreak  of  I'/orld  ''■'ar  IT,  the  rclatioriship  bv3tv/ecr.  these  tv^o  areas 
v;as  stabilized. 

The  changing  shares  of  U.  S.  sugar  suppli'os  contributed  by  tho  different 
areas  resiilt  from  several  causes,  chicflj'-  development  in  technology 
and  organization  vdtliin  the  sugar  industry,  chanros  in  general  economic 
conditions,  and  revisions  of  U.  S.  suga?  policy.     In  the  decade  1900-10, 
the  beet  sugar  industry  became  firmly  established.     The  extension  of 
free  trade  to  Puerto  Pico  in  1901  and  tho  grant  of  tariff  preference 
to  Cuba  in  1903  stimulated  expansion  of  sugar  production  in  those  areas, 
and  soon  reduced  the  share  of  the  full-duty  countri^^s  in  the  U.S.  miirkct. 
Diaring  the  succeeding  decade,  1010-20,  sugar '  production  increased 
m.ost  notably  in  tho  Philippines  (which  v;cre  granted  free  entry  for 
sugar  in  1913)  and  in  the  beet  area  and  Cuba,  vihorc  production  expanded 
rapidly  in  response  to  the  high  sugar  prices  during  and  im.mcdiatcly 
following  ^'iorld  "  ar  I.     The  decade  1920-30  saw  further  increases, 
particularly  between  1925  e.nd  1S29,  in  U.  S.  insular  areas  and  Cuba. 
Tho  factors  chiefly  responsible  for  larger  sugar  output  during  the' 
1920 's  v/ore  more  intensive  cultivation,  more  efficient  processing, 
and  the  introduction  of  nev/  cane  varieties,     Tho  year  1926  marked  tho 
turning  point  for  mainland  cane,  which  had  boon  declining  for  somo 
time  because  of  mosaic  and  red  rot  in  Louisio.na.    Introduction  of 
now  disease-resistant  varieties  and  the  opvjning  of  nev/  sugar  areas 
in  Florida  hfive  caused  an  upward  trend  in  mainland  cane  sugar 
production  since  1926. 


Tho  dopression  that  started  in  the  fall  of  1929  chocl-od  expansion 
in  the  U.  S.  surar  market.     TheroaftGr  came  a  period  of  contracting 
demand.    Prices  in  the  U.  S.  continued  to  fall  sharply'  despite  tho 
two-cent  tariff  imposed  on  Cuban  sugar  in  1920  to  protect  ALacrican 
producers.     This  tariff  merely  stimulated  further  increases  in  tho 
Philippines  and  U,  S.  areas  (except  mainland  co.no),  and  Cuba  bore 
almost  the  full  incidence  of  the  s'lrinking  market. 

By  setting  quotas  on  the  o^uantitics  of  suf^ar  to  be  marketed  in  tho 
U.  S.  by  tho  various  domestic  o.nd  foreign  areas,  the  Surar  Acts  have, 
since  1934,  tended  to  stabilize  the  shares  contributed  by  each. 
The  expansion  which  again  characterized  the  U.  S.  market  both 
immediately  preceding  Vorld  YJar  II,  and  follovrlng  the  lifting  of 
wartime  controls,  has  pormitr.ed  successive  increases  in  the  quotas 
and  marketings  of  all  the  major  areas  supplying  the  J.  S.,  except  the 
Philippines,  whioh  have  not  yet  fullj/  recovered  from  wartim.o  devastation. 

In  relation  to  the  prices  of jother  foods,  the  price  of  sugar  in  the 
U.  S.  has  declined  greatly  ofer  the  prst  SO  years,  as  illustrated  in 
figwo  7.     In  terms  of  a  consto.nt  food  dollar  -  the  1935-39  level  for 
prices  of  all  foods  -  tho  price  of  sugar  has  declined  from  a  level  of 
aroujid  13  cents  per  poimd  for  tho  decade  of  the  lOGO's  to  3.7  cents 
in  1950.     The  dovmxvr.rd  trend  in  relative  sugar  prices  was  aocoFipanicd 
by  an  upi'mrd  trend  in  per  capita  sugar  distribution  from  1860  to  tho 
middle  1920' s.    This  carried  per  capita  nugar  distribution  from^  19 
pounds  per  year  during  the  Civil  V/ar  to  117  pounds  in  1926. 

From  1926  to  1934  rinnual  per  capita  lirrbribution  fell  17  pounds. 
Changes  in  consumer  incomes  and  in  prices  of  sugar  could  have  acoountod 
for  a  part  of  this  decrease,  but  it  is  apparent  tho.t  per  capita 
distribution    did  not  respond  appreciably  to  higher  incomes  and 
continued  low  sugar  prices  from.  1934  to  1940. 

From  1941  to  1947  sugar  distribution  roflocted  prisiarily  "bhe  war  time 
demand  and  shortage  of  supplies.     Distribution  increased  sharpl;^ 
with  tho  termination  of  controls  in  1947,  and  for  the  year  c-riounted 
to  103  pomds  per  ca.pita  (rav^r  value.)     It  was  slightly  lov;er  in  1943 
and  1949,  but  rose  to  110  pounds  (raw  value)  in  1950,  partly  because 
of  the  buying    YravQ  which  followed  tho  outbreak  of  the  Korean  conflict. 
(See  figure  8.) 

It  is  too  soon  to  determine  wiiether  a  new  upvard  trend  in  per  capita 
sugar  consumption  has  started  since  the  end  of  the  shortages  If 
consideration  is  given  to  the  uso  of  sugar  in  making  illicit  liquor 
during  the  1920 's  and  tho  largo  use  of  corn  s-weeteners  in  recent  years, 
it  is  probable  that  the  total  legitimate  use  of  Swebt-(?her§  has  contimod 
upfrc^rd. 


SUGAR:  UNITED  STATES  PRODUCTION  AND  IMPORTS 


MILLION  SHORT  TONS 

g  I  I  I  I  I  I  I  I  I — I  I  >  ' — I — I — r~r-i — I  I  I  I — I  I  I  I  I  I — n — r 


8 


MILLION  SHORT  TONS 


-  8 


PRODUCTION 
AND 
IMPORTS 


-  5 


4  - 


3  - 


1  '  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  '  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


1900 


1910 


1920 


1930 


1940 


1950 


U.S.  DEPARTMENT  OF  AGRICULTURE 


PRODUCTION  AND  MARKETING  ADMINISTRATION 


Figure  6.    Total  U»  S«  sugar  production  and  imports  increased  rapidly 
until  1929,    Since  then  the  upward  trend  has  been  modified.    IMtil  1931 
imports  represented  over  half  of  U.S.  supplies.    Since  then  doiosstic 
production  usually  has  supplied  the  larger  share.    Except  during  the  war 
imports  have  increased  mterially  from  the  low  point  of  the  1930* s. 
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WHOLESALE  SUGAR  PRICES  AND  PER  CAPITA  DISPOSABLE  INCOME 

ANNUALLY  1910-50 


Figure  9.  Sijace  the  depression^  sugar  prices  have  risen  much  less 
than  consvuners»  disposable  income.  The  divergence  has  been  marked 
since  1940* 


The  income  of  consumers  hr.s  long  boon  rocognizod  to  hn.vo  an  effect 
on  the  demand  for  sugvT.r  and  sugar-oontaininr;  products.    Per  capita, 
disposable  income  in  1948-50  was  on  the  .average  about  four  timos  its 
1910  Jevol,  vhereas  the  price  of  sugar  "vvas  about  one  and  one  half 
time ^  its  1910  level.  (Soc  figure  9o ) 

During  the  poriod  1942-47,  inclusive,  prices  and  consumption  of  sugar  were 

controlled  by  the  Government  through  coiling  prices  and  rationing. 

In  comparison  tvith  per  capita  disposioblo  income,  the  price  of  sugar 

in  1945  under  price  control  v\kis  the  lor/cst  in  the  history  of  the 

United  States.    Even  vdth  the  rise  in  prices  of  sugar  since  1945, 

sugar  prices  have  been  lower  in  relation  to  per  capita  disposable  income 

in  the  United  States  than  they  v/cre  at  any  tirae  prior  to  the  v-;ar. 


-  8  - 

Pre-Supar  Act  Protection,  and  Condition  of  Sugar  in  the  U.S.  and  Cuba 

Prior  to  the  Sugar  Acts,  the  tariff  was  the  only  means  used  to  protect 
U,  S.  sugar  prodixers.  The  sole  exception  to  this  v/as  a  brief  period  in 
the  1890 's  when  sugar  was  put  on  the  free  list  and  a  bounty  of  two  cents 
per  pound  was  given  on  domestic  production.  During  the  first  century  of 
our  existence  as  a  nation  tlie  tariff  on  sugar  had  been  a  revenue-raising 
measure.  During  this  period  the  U,  S,  Treasury  was  primarily  financed 
through  customs  collections,  and  sugar  duties  made  up  about  one-fifth  of 
these  collections. 

The  paramount  purpose  of  the  sugar  tariff  shifted  ±0  protection  in  the 
ei^  teen- nine  ties.    In  the  Tariff  Act  of  I93O  the  Cuban  rate  was  2,0  cents 
and  the  full  duty  rate  v>ras  2,5  cents  per  pound. 

The  inability  of  the  tariff  to  protect  U,  S.  producers  against  the  chronic 
over-production  and  depressed  prices  v;hich  o\Aertook  the  sugar  industry  in 
the  early  1930 's  v/as  pointed  out  to  President  Roosevelt  by  the  U.S. Tariff 
Commission  in  1933. 

Figure  10,  shovdng  U.S.  tariff  rates  on  raw  sugar,  is  a  simplification  of 
an  intricate  pattern  of  tariff  rates  on  different  grades  of  sugar.  The 
figxre  shov/s  only  the  effective  rates,  v;hich  were  the  full  duty  rates  until 
1913>  and  the  preferential  Cuban  rate  (not  more  than  80  percent  of  the 
full-duty  rate)  since  then, 

Cuba  became  almost  our  exclusive  regular  foreign  sugar  supplier  around  1913* 
The  Philippines,  since  their  independence,  have  changed  from  a  domestic  to 
a  foreign  supply  area,    F^ee  entry  is  accorded  to  Philippine  quota  sugar 
until  !l9l3'4  and  an  annually  decreasing  preferential  rate  vdll  apply  there- 
after, until  full-duty  status  will  bo  attained  in  1971).. 

For  some  time  prior  to  the  enactment  of  the  Jones-Costigan  Act,  the  world 
and  U.S.  sugar  economies  had  been  in  a  precarious  condition.  Depression 
overtook  the  vrorld  sugar  market  several  years  before  its  effects  were  felt 
in  the  U.S.    ViTith  the  192k-2^  crop,  v/orld  production  began  to  exceed  world 
consimption,  and  despite  several  attempts  on  the  part  of  Cuba  and  the  other 
major  exporters  to  curtail  output,  burdensome  carry-overs  grev;  progressively 
larger.    High  tariffs  stimulated  production  in  protected  areas  and  reduced 
market  outlets  for  world  exporters.  At  the  same  time  the  hi^  internal  prices, 
"induced"  by  tariffs  and  other  restrictive  practices  in  many  countries, 
reduced  consumption.  Between  192[|.  and  1932,  world  prices  declined  from  more 
than  four  cents  per  pound  to  loss  than  one  cent. 

The  depression  did  not  seriously  affect  the  U.S.  sugar  industry  until  1930« 
As  sugar  prices  fell,  total  distribution  continued  its  increase  to  a 
high  point  in  1929,  and  production  in  U.  S.  areas  continued  expansion  under 
tariff  protection.    In  1930,  hovrcvcr,  distribution  began  to  decline. 
Between  1929  and  1933  it  fell  from  6.5  million  to  5.9  million  tons.  Even 
this  decline  did  not  curtail  sugar  marketings  by  U.  S,  areas.  The  increase 
in  the  tariff  on  Cuban  sugar  to  2,0  cents  in  I93O  resulted  in  great 
reductions  in  marketings  from  that  source,  v/ith  the  slack  being  taken  up  by 
U.S.  producers.    This  encouraged  still  further  expansion  in  U,S.  areas. 
Bet\Teen  the  crops  of  1929  and  1933,  production  in  the  beet  area  increased 
by  61%,  the  Philippines  by  kk%)  Puerto  Rico  by  k2%,  Hawaii  and  mainland 
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cane  each  by  15%,     Hov/ever,  while  the  1930  tariff  enabled  U.   S.  producers 
to  increase  their  marketings,  it  did  not  protect  them  from  falling  prices. 
The  average  price  of  sugar  in  New  York  in  19  32  was  2, '93  cents  per  pound, 
including  the  two-cent  Cuban  duty,     Tlie  price  receiTed  by  producers  of 
sugar  beets  fell  from  |7el4  a  ton  in  1930  to  l&alS  in  1933.     Gradually  it 
became  apparent  that  any  price  advantage  gained  by  another  tariff  increase 
would  be  more  than  offset  by  increased  production  and  heavy  carryovers  in 
the  domestic  areas. 

In  the  years  immediately  preceding  the  passage  of  the  Jones-Costigan  Act, 
CiAba  was  in  a  critical  economic  and  political  condition  as  her  sugar  xvas 
being  crowded  out  of  the  Ua  S*,  her  most  important  market.     From  the 
Treaty  of  1903  until  shortly  before  the  outbreak  of  World  War  I,  Cuba 
had  marketed  almost  all  her  sugar  in  the  U,  S,    Under  IJ*  protection, 
Cuba  had  increased  her  production  from  less  than  one  million  tons  in  1902 
to  nearly  three  million  tons  in  1914.     During  and  immediately  folloiving 
World  War  I,  Cuba  found  a  substantial  market  in  Europe,  since  European 
beet  sugar  production  had  been  sharply  reduced  and  imports  from  Java  had 
been  interrupted  by  the  v/ar.     In  the  years  1915-25  nearly  one  fourth  of 
Cuba's  exports  went  to  countries  other  tlian  the  U.  S. ,  chiefly  to  the 
United  Kingdom.     Over  the  same  period  her  market  in  the  U.  S*  was  also 
expanding.    Under  these  stimuli,  Cubcm  production  increased  from  less  than 
5  million  tons  in  1914  to  nearly  6  million  in  1925. 

Beginning  with  1926,  Cuba's  market  in  Europe  was  sharply  restricted. 
Europe's  beet  sugar  industry  had  recovered  from  the  effects  of  the  war, 
and  a  new  wave  of  protectionism,  which  extended  to  Europe's  overseas 
colonies,  resulted  in  depressing  sugar  surpluses  being  held  by  Cuba  and 
other  exporters  to  the  world  market.     Several  attempts  on  Cuba's  part  to 
improve  the  condition  of  the  world  market  by  limiting  her  crop  were  un- 
successful as  production  in  other  areas,  particularly  those  enjoying 
tariff  protection,  continued  to  expand. 

Cuba  maintained  her  exports  to  the  U.   S.  at  relatively  high  levels  until 
1930,  when  the  increase  in  the  U.  S.  tariff  to  2.0  cents  became  effective. 
Entries  of  C\jban  sugar  into  the  U.  S.  fell  from  3,6  million  tons  in  1929 
to  1,5  million  tons  in  1933. 

Because  of  sharply  falling  prices,  Cuba's  loss  of  income  from  the 
mid-1920' s  until  the  passage  of  the  Jones -Cos  tig  an  Act  v/as  much  greater 
than  the  quantitative  decline  in  her  sugar  exports  would  indicate.  The 
price    of  sugar  in  Cuban  warehouses  fell  from  an  average  of  3.35  cents 
a  pound  in  1921-25  to  1,70  cent  in  1929  and  .70  cent  in  1932.  Cuba's 
share  in  the  U.  S.  market  was  maintained  by  cutting  costs,  particularly 
wages,  to  meet  the  successive  increases  in  tariff  rates  from  1,6  cent 
in  1921  to  2,0  cent  in  1930e     Cuba's  declining  income  was  reflected  in 
the  declining  value  of  her  visible  imports  from  tlie  U.  S.     These  fell 
from  a  high  point  of  |404  million  in  1920,  to  $127  million  in  1929,  and 
finally  reached  the  low  point  of  |23  million  in  1932. 

Early  in  1933  the  U.  S.  Tariff  Commission  concluded  that  the  protective 
tariff  was  no  longer  an  effective  instrument  for  dealing  vath  the  sugar 
problem;  that  an  incroase  in  the  tariff  would  have  the  effect  only  of 
reducing  wage  rates  in  Cuba  vd.thout  rendering  relief  to  the  domestic 
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sugar  industry;  that  both  the  domestic  industry  aiid  Cuba  required  price 
relief;  that  sugar  prices  could  bo  raised  only  by  limiting  the  supply 
of  sugar;  and  that  in  the  event  of  the  imposition  of  some  type  of  quota 
system  the  duty  on  Cuban  sugar  might  be  reduced  thus  restoring  purchasing 
pov/er  to  Cuba.     The  letter  to  the  President  of  Robert  L.  O'Brien,  Chairman 
of  the  Conunission  follows  j 

"April  11,  19;53. 

"My  dear  Mr^  President; 

"In  view  of  the  possibility  of  early  action  by  our  Government  in 
regard  to  tariff  bargaining,  I  venture  to  send  you  certain  con- 
clusions that  have  been  reached  by  the  Tariff  Commission  from  our 
study  of  the  sugar  industry.    Wo  hope  to  have  the  complete  report 
ready  for  submission  within  a  few  weeks,  but  v/e  have  thought  that 
an  earlier  statement  of  certain  facts  niight  be  helpful  to  the 
administration. 

"It  is  evident  from  our  study  that  the  duty  on  sugar  cannot  justly 
be  based  on  a  difference  between  domestic  end  foreign  costs  of 
production.     The  situation  in  Cu.ba,  which  is  the  chief  competing 
foreign  country,  is  such  that  the  higher  the  j\racrictoi  tariff  may 
be  the  lower  are  the  costs  of  producing  sugar  in  Cuba. 

"Cuba  must  fix  the  price  at  which  she  sells  sugar  at  a  point  which 
will  enable  her  product  to  enter  the  Americrxn  market.     The  result 
is  that  the  price  has  gone  dovjn  to  a  point  which  is  disastrous 
both  for  American  and  for  Cuban  producers.     It  is  evident  that 
no  increase  of  the  American  tariff  can  relieve  the  resulting 
situation  in  this  country  or  in  Cuba. 

"For  the  reinstatement  of  comparative  prosperity  in  the  domestic 
industry,- and  also  to  such  an  extent  in  Cuba  as  may  enable  her 
again  to  become  a  customer  on  a  considerable  scale  for  Ai.iericrm 
exports,  it  is  necessary  that  the  price  of  sugar  should  be  somewhat 
higher  tlian  has  prevailed  recently, 

"To  raise  the  price  it  will  be  necessary  to  limit  the  supplies  of 
sugar  offered  for  sale  in  the  United  States*     This  cojinot  be  done 
by  an  increase  of  the  tariff,  but  must  be  done  by  limiting  imports 
to  this  country.     Such  limitation  should  be  imposed  not  only  upon 
Cuba  but  likomse  upon  the  Philippine  Islands,  and  it  might  be 
extended,  under  the  powers  conferred  upon  the  administration  through 
the  Form  Relief  Act,  to  the  production  of  sugar  in  Haxvaii,  in  l^ierto 
Rico,  and,  if  necessary,  in  the  continental  United  States, 

"Should  some  such  quota  system  meet  vdth  the  approval  of  the 
administration,  the  duty  on  Cuban  sugar  might  be  reduced  on  a 
limited  importation  by  such  amount  as  the  Government  might  find 
expedient,  with  a  view  partly  to  revenue  and  partly  to  the  resto- 
ration of  the  purchasing  power  of  Cuba. 
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"If  it  be  desired,  the  Tariff  Coinniission  is  prepared  to  render 
assistance  in  working  out  such  quotas  for  the  various  sources  of 
sugar  supply  as  would  appear  to  be.  most  feasible. 

"Respectfully, 

"(Signed)  Robert  L.  O'Brien, 
Chairman 


"The  President, 

"The  V/hitc  House." 
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Development  of  the  Sugar  Act 

The  first  major  effort  to  cope  vdth  the  deteriorating  sugar-price  situation 
domestically  r/as  made  under  the  auspices  of  the  Federal  Farm  Board,  v/hich 
in  1930-31  ^as  attempting  to  stabilize  the  market  for  various  farm  products 
by  buying  and  storing  some  of  the  aurpluses*    Sugar  beets  and  sugarcane 
presented  some  peculiar  problems*    A  'surplus''  in  the  usual  sense  did  not 
exist,  since  the  U,  3«  is  a  net  importer  of  sugar.    Also,  since  sugar  beets 
and  sugarcane  cannot  be  stored  for  any  length  of  time  they  could  not  be 
purchased  and  held  off  the  market. 

The  Federal  Farm  Board  therefore  assigned  Samuel  R,  HcKelvie,  Ex-(iovernor 
of  Nebraska,  to  work  on  the  problem.    Governor  ricXelvie  arranged  a  con- 
ference of  sugar  beet  growers  representing  the  various  producing  States. 
At  this  conference,  representatives  of  regional  grower  associations  formed 
a  national  organization,  which  is  still  in  existence.    Following  the  con- 
ference the  Farm  Board  named  a  Sugar  Beet  and  Sugarcane  Advisory  Committee, 
This  Committee  met  v/ith  the  Farm  Board  several  times  during  193^  and  1931» 
but  primarily  because  sugarcane  and  sugar  beets  vjere  not  adapted  to  the 
Farm  Board's  purchase  and  storage  program,  no  definite  plan  for  sugar 
crops  was  undertaken. 

In  1933 1  the  Agricultural  Adjustment  Act  was  passed,  under  v/hich  the  Secretary 
of  Agriculture  ?;as  directed  to  raise  farm  prices  and  restore  farmers'  pur- 
chasing power  by  two  methods?     (l)  By  restricting  production  of  'basic"  farm 
ccmnodities  and  making  "benefit  pa^^/ments"  to  producers  in  return  for  crop 
restriction,  (2)  by  restricting  sales  of  farm  products  through  voluntary 
marketing  agreements  v/ith  distributors  and  processors. 

Although  Congress  did  not  make  sugar  crops  "basic''  commodities  under  the 
AAA  until  1934»  the  Secretary  had  the  power  to  assist  producers  under  the 
marketing  agreements.     In  June  1933 »  Dr.  John  Lee  Coulter,  a  member  of  the 
U.  S,  Tariff  Commission,  was  appointed  to  explore  the  possibility  of 
stabilizing  the  sugar  industry  under  this  authority.    Dr.  Coulter  called  a 
meeting  of  the  entire  sugar  industry  in  June  1933*  in  'jashington.  Practically 
all  groups  having  an  interest  in  the  U,  S,  sugar  market  v/ere  represented  at 
this  meeting.    V/orking  committees  were  appointed  at  meetings  in  VJashington 
during  the  balance  of  I933  and  the  early  months  of  193Z}..    From  their  efforts 
the  sugar  stabilization  plan  evolved  and  was  agreed  upon  by  the  various  seg- 
ments of  the  sugar  industry. 

The  plan  included  (though  in  different  form)  the  two  most  essential  provisions 
later  enacted  into  the  Jones -Cost igan  Act:     (l)  The  consumption  estimate; 
and  (2)  marketing  and  import  quotas  for  the  various  areas  supplying  the  U.  S. 
It  differed  significantly  from  the  Jones-Cos tigan  Act  in  that,  under  the 
Stabilization  Plan,  a  minimum  price  for  raw  su_,ar  v;ould  be  fixed  by  a 
formula;  the  world  price  adjusted  for  freight  and  insurance  from  Cuba,  plus 
2.5  cents  (the  full-duty  tariff  rate.) 
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After  consideration  of  the  plan,  the  Secretary  of  Agriculture  rejected  it  on 
the  grounds  that  in  that  form  it  ?;ouid  have  tended  to  increase  rather  than 
remove  the  disparity  in  agriculture's  purchasing  pov;er.    He  explained  that 
the  bill  emphasized  unduly  the  interests  of  processors,  and  .that\farniers.,  would 
pay  more  for  the  sugar  they  bought  as  cons'juners  than  they  v;ould  gain  as  pro- 
ducers from  the  proposed  higher  prices,    Alsov  the  Government  expressed  the 
opinion  that,  under  the  plan  ''no  effective  control  of  production  was  con- 
templated, " 

The  Sugar  Stabilization  Plan, ' although  finally  rejected,  had  served  to  bring 
about  agreement  among  various  claimants  for  the  U.  S.  market  on  such  contro- 
versial matters  as  the  need  for  quotas  for  the  various  ar&as,  and  it  made 
possible  the  later  enactment  of  the  Jones- Cos tigan  Act  with  practically  no 
opposition  from  the  industry. 

Using  the  Stabilization  Plan  as  a  point  of  departure,  the  Government  drafted 
a  new  set  of  proposals  vrhich  v/ere  recommended  by  the  President  to  Congress 
early  in  1934*    The  Government's  proposals  incorporated  most  of  the  basic 
philosophy  underlying  the  Jones-Costigan  Act  and' its  successors.    To  assure 
a  "free  exchange"  price  to  farmers,  the  President  recommended  araendj^ent  of 
the  Agricultural  Adjustment  Act,  making  sugarcane  and  sugar  beets  '''basic'' 
agTicultural  commodities.    This  step  v/ould  enable  the  secretary  of  Agriculture 
to  compensate  farmers  for  compliancy  vdt-h  marketing  quotas  by  benefit  pay- 
ments made  from  processing-tax  funds*     By  shifting  reliance  for  price 
stability  largely  from  the  tariff" to  quotas,  it  became  possible  to  extend 
the  benefits  to  Cuba  as  v/ell  as  to  American  producers.    The  President's 
plan  also  called  for  an  iminediate  reduction  in  the  Cuban  duty  from  2.0  to  1,5 
cents,  and  favorable  future  consideration  to  be  given  to  increasing  the 
Cuban  preference.    Finally,  implementation  of'  the  program  was  to  be  achieved 
through  amendment  of  the  Act,  which  Would  give  the  Secretary  authority 
"to  license  refiners,  importers,  and  handlers  to  buy  and  sell  sugar  from 
the  various  producing  areas  only  in  proportion  which  recent  marketings  of 
such  sugar  bear  to  the  total  United  States  consumption. "    Under  this 
authority  it  v:as  planned  to  give  Cuba  a  rather  more  favorable  quota  than  had 
been  suggested  by  the  industry's  Stabilization  Plan.  .  . 
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Sssontial  Provisions  of  the  Su.  ar  Acts 
Tho  Jones-Costigan  Act 

The  main  provisions  of  the  Joncs-Costigan  Act,  which  bocaino  effective  on 
May  9,  193hf  v/ere  as  follovrs: 

(1)  The  determination  of  annual  sugar  consumption  requirements, 

(2)  The  use  of  quotas  to  adjust  sugar  marketings  from  each  domestic 
and  foreign  area  to  consumption  requirements, 

(3)  The  adjustment  of  production  in  the  domestic  producing  areas  to 
the  quota  system. 

(U)    The  inclusion  of  -Stigar  beat  and  sugarcane  among  the  "basic  agri- 
cultural commodities,"  the  imposition  of  a  processing  tax,  and  the  use  of 
the  proceeds  of  this  tax  for  payments  to  producers. 

The  broad,  basic  features  of  the  Jonos-Costigan  Act  have  been  retained  in 
the  Sugar  Acts  of  1937  and  19lt8,  though  details  have  been  someiviiat  modified 
by  subsequent  legislation.    The  most  important  legal  developments  affecting 
the  sugar  industry  are  summarized  belov/. 

The  Supreme  Court  in  Jcnuary  1936  banned  processing  taxes  vjhen  a  part  of  a 
production  control  program  (U»S.  v.  Butler,  297  U«S.1«),  In  order  to  clajr-ify 
the  applicability  of  the  Act  in  vier;  of  this  decision,  the  Congress  resolved 
that  no  further  processing,  compensating,  or  floor  stocks  taxes  on  sugar 
xiere  to  be  levied  and  that  no  more  contracts  s  hould  be  entered  into  vdth 
producers  of  sugar  beets  or  s  ugarcane,    Otherv;ise  the  Act  y:as  to  remain  in 
force  until  Deceniber  3  1>  1937  and  the  quotas  and  allotments  v:orc  ratified* 
The  Secretary  v/as  auliiorized,  in  allotting  marketing  quotas,  to  consider 
prior  allotments,  changes  in  marketing,  miirketings  in  1935 ^  and  ability  to 
perform,    (Public  Resolution  No.  109,  approved  June  19,  1936,) 

In  the  meantime,  the  Congress  had  passed  the  Soil  Conservation  and  Domestic 
Allotment  Act  of  1936.    This  lav;  provided  for  conservation  paj/ments  to  sugar 
beet  and  sugarcane  producers  v/ho  planted  "  soil-conserving  crops  in  addition 
to  their  sugar  crops. 

In  the  follov;ing  year.  President  Roosevelt  recommended  that  Congress  enact 
nev;  legislation  embodying  the  principles  of  the  Jones-Costigan  Act,  This 
recommendation  resulted  in  the  Sugar  Act  of  1937.    OrigLnallj?"  due  to  expire 
December  31^  19U0,  it  -.vas  successively  extended  through  December  3 1^  19U7, 
v/hen  it  v/as  superseded  by  the  Sugar  Act  of  19118.    Hovrevcr,  the  quota  provi- 
sions rrere  suspended  by  Presidential  proclamation  from  September  11,  1939 
to  January  1,  19lt05  and  again  frcm  April  13,  19u2  until  November  28,  19u7. 

The  Sugar  Act  of  1937  provided  that  the  Secretary  of  Agriculture  should 
estimate  tho  annual  consumption  requirements  of  tho  continental  United  States 
and  allot  as  quotas  to  each  domestic  and  foreign  area  specific  percentages 
of  the  total.    These  percentages,  v;hich  totalled  55«59  percent  for  the 


donostic  fireas  and  l|)t.]jl  percent  for  ^.h<-.  rhiliDpinos,  CuVa  and  other  foreign 
suppliers,  -aere  >>as€d' on  the  sh'-rc'S  '--ach  he.^''  contriNited  to  the  II.  S.  narkct 
in^  certain  "representative  y-ars.^'    In  estaMishing  quotas  on  a  p..rcentago. 
basis,  the  Sc;cretary  was  to  observe  the  follovj-ing  limitations : 

The  quotas  tc  r'onestic  areas,  -.xclusive  of  the  Philippines,  had  to  bo  not 
loHS  than  3,71^,000  sliort  tons  and  the  Philippine  c^uota  hud  to  be  not  less 
than  the  duty-free  quota  under  the  Ph.ilippine  Independence  Act.  Provisions 
r;erc  nadc  for  quota  revisions  and  reallocations,  for  direct-consunption  sugar 
quotas,  and  for  local  consiyiption  quotas  in  Ho.waii  and  Puerto  Rico. 

If  necessary  for  the  purposes  of  the  Act,  quotas  night  be  allotted  to  persons 
v;ho  mailcet  or  j.nport  sugar. 

Tbe  Act  Djnposed  an  eiccise  tax  at  the  rate  of  ^0  cents  ncr  100  pounds  of  sugar, 
rav."-  value,  and  an  inport  conp^^ns  iting  tax  at  t;ie;  sane  rate.     It  provided  for 
conditional  paj/ricnts  to  producers  at  a  Vsasic  ■r'atc  of  60  cents  per  100  pounds 
of  recoverable  sugar  ■/rith  dov/nvvard  r^radvat:  ons  for  large  ;oroducers. 

The  conditions  required  to  qualif;-?'  a  pr'xluc;;r  for  pajnnents  generally  irrvrolvedi 
the  elimination  of  child 'labor  {cthuT  than  that  of  the  i^nodiato  nenbers  of 
the  producer's  fanily),  tho  pay-ent  of  fair  and  reasonable  v.'agcs,  the"" preser- 
vation and  ncintenance  of  soil  fertility,  narlzeting  of  no  noro  than  the 
farn's  proportionate  share  of  the  quo+.a  of  the  area  in  which  it  was  located, 
and,  in  the  case  of  prod^^cer-processor3 ,  the  pa-^/nent  of  fair  and  reasonable 
prices  for  the  sugar  crops  produced  fron  other  producers.    Abandonnont  and 
deficiency  payn.cnts  in  the.  event  of  natural  disaster  V7er<-'  also  authoriiied. 

A  first  anendnent  to  the  Act  nodlfiod  the  child  labor  provisions.  Orovfers 
enploying  child  labor  vrcrc  no  longer  declared  ineligible  for  conditional 'pay- 
ments.    Instead,  a  deduction  fron  th..:  pay  xints  to  such  grovfers  was  provided. 

Another  minor  libt;rali2,ation  of  the  conditional  pa;^/ments  provisions  and  a 
modification  of  the  prescribed  method  of  ostinating  sugar  consuiaption  require- 
ments formed  a  second  am.endmv.nt  to  tl;:-.  Act. 

The  specific  restrictions  on  the  shipm.ont  of  direct-consvu-nption  (refined) 
sugar  fron  Hawaii  and  Puerto  Rico  to  the  nainlanri  -.;ere  p..mitted  to  expire 
on  February  29,  19U0,  but  \tcto  later  re:-.onact(-d  when  the  Act  was  extended 
through  19Ul.  ■ 

The  basic  rate  of  condit:  onal  pci-znonts  was  increased  from  60  to  80  cents  dot 
100  pounds  of  sugar,  the  syst-.n  of  deductions  fron  this  rate  in  the  case  of 
larger  producers  vfas  changed,  and  the  payment  provisions  vmre  extended  to  the 
Virgin  Islands  in  IQI4I,  when  the  Act  wr.s  extended  tlirough  19' ,1;.     '^it^-^r  two 
more  extensions  of  the  Act  (in  19hk  and  in  10]|6)  the  .^ig^.r  ^  ct  of  19)rR  snver- 
seded  the  1937  legislation.  '  '        '\    ^  ' 


-  16  - 


The  Su/?ar  Act  of  1948 

The  Sugar  Act  oi  1948,  like  its  predecessors^,  provides  for  the  determina/- 
tion  of  sugar  consumption  requirements.    It  establishes  marketing  quotas 
for  domestic  production  areas  and  import  quotas  for  foreign  countries. 
Finally,  it  continues  the  excise  tax  and  provides  for  payments  to  domestic 
sugarcane  and  sugar  beet  growers  conditioned  on  their  compliance  with 
the  requirements  of  the  act. 

Title  II,  "Quota  Provisions"  establishes  that  sugar  requirements  of 
consumers  in  the  continental  United  States  for  the  following  year  are  to 
be  determined  by  the  Secretary  of  Agriculture  during  each  December,  This 
determination  may  be  revised  during  the  course  of  the  year.    The  Secre- 
tary must  be  guided  in  his  determination  by  the  am.oiant  of  sugar  distributed 
during  the  12-month  period  ending  October  31  next  preceding  his  determi- 
nation, by  the  state  of  sugar  inventories,  by  changes  in  population  and 
demand  conditions,  and  by  the  effect  of  his  determination  on  the  relatioiv- 
ship  between  refined  sugar  prices  and  the  general  cost  of  living  as 
compared  T/ith  the  relationship  that  prevailed  during  1947  prior  to  the 
termination  of  sugar  price  control. 

In  establishing  ajaotas  under  the  Sugar  Act  of  1948,  the  Congress  deviated 
from  the  method  it  had  follov/ed  in  the  Act  of  1957 <,    The  earlier  Act 
expressed  as  j)ercentages  of  the  total  consumption  requirements  the  shares 
vfhich  each  a.rea,  domestic  and  foreign,  sho"ald  be  allovred  to  market.  The 
Act  of  1948,  on  the  other  hand,  established  statutor3.'  quotas  in  terms 
of  absolute  quantities  for  tiie  domestic  areas  and  the  Philippines,  while 
the  shares  of  Cuba  and  other  foreign  countries  were  expressed  as  a 
residual „ 

This  naturally  gives  the  advantage  of  increased  U,  S,  consumption  to 
foreign  areas  (chiefly  Cuba)  i^iile  they  also  bear  the  first  incidence  of 
reduced  consumption^ 

Quotas  provided  for  the  domestic  areas  are  as  follows: 


Producing  Area 
Continental  United  States 

Beet  sugar 

Cane  sugar 
Hai.'.'-aii 
Puerto  Rico 
Virgin  Islands 
Total 


Short  tons,  raw  value 

1, 800, 000 

500, 000 
1, 052, 000 

910, 000 
6,000 


000 


As  specified  in  the  Philippines  Trade  Act  of  1946,  the  Republic  of  the 
Philippines  enjo^rs  a  quota  of  952,000  ohort  tons  of  sugar  in  actually 
entered  iveight  (approximately  982,000  short  tons,  ra.i  value).    The  Cuban 
quota  is  98,64  percent  of  the  excess  in  requirements  over  the  above 
amount s«    Hovrever,  it  m^ust  be  at  least  equal  to  the  Cuban  quota  under  tho 
Sugar  Act  of  1937  (28*6  percent  of  sugar  requirements).    If  necessary, 
the  quotas  of  other  areas  must  be  proportionately  reduced  in  order  tq 
guarantee  that  minimum  quota  for  Cuba« 
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Other  foreign  countries  are  allotted  1,36  percent  of  the  excess  of 
requirements  over  the  dornestic  and  Philippine  quotas.    Proration  araong 
these  countries  is  raade  in  proportion  to  the  quotas  assigned  to  their, 
in  1936,    Under  this  proration,  approximately  five-sixths  of  the  total 
is  allotted  to  Peru,  Nicaragua,  San  Salvador,  the  Dominican  Republic, 
and  Mexico,    The  countries  are  listed  in  decreasing  order  of  their 
quotas,  Peru  holding  about  one-fifth  and  Ivlexico  one-eighth  of  the  total 
quota  assigned  to  other  foreign  countries. 

This  basic  pat^trn  of  quota  allocation  is  supplemented  in  five  respects, 
the  terms  of  which  are  chiefly  extensions  (or "modifications)  of  pro- 
visions in  the  Sugar  Act  of  1937: 

(1)  If  any  domestic  area  or  any  foreign  countiy  cannot  fill  its  quota, 
provision  is  made  for  reallocation  of  the  deficit  to  other  areas  or 
countries.    The  system  of  reallocation  under  the  Sugar.  Act  of  1948  is 
more  favorable  to  Cuba  than  it  ivas  under  the;  Act  of  1937  as  Cuba  now 
receives  95  percent  of  any  Philippine  deficit, 

(2)  The  Secretary  must  determine  local  consumption  quotas  for  Hav/'aii  and 
Puerto  Rico, 

(3)  If  the  successful  administration  of  the  quota  scheme  so  requires, 
the  Secretary  must  prorate  the  area  and  country  quotas  among  persons  'who 
market  or  import  sugar.    These  allotments  arc  to-be  based  on  a  con- 
sideration of  the  processings  of  sugar  on  which  conditional  payments 
are  made,  on  past  'marketings  or  importations  of  each  person,  and  on  the 
ability  of  each  person  to  market  or  import  his  portion  of  the  quota,. 
Detailed-  provi.sions  are  made  for  the  appeal  to  the  Urited  States  Court 
of  Appeals  for  the  District  of  Columbia  against  these  allotments  by 
aggrieved  applicants, 

(4)  Only  small  proportions  of  the  quotas  of  the  principal  off-shore 
supply  areas,  domestic  and  foreign,  are  permitted  to  be  brought  into 
the  continental  United  States  as  direct-consuraption  sugar,  i,e,,  sugar 
requiring  no  further  refining  or  other  improving  process, 

(5)  Liquid  sugar  forms  part  of  the  sugar  quota  in  the  case  of  domestic 
areas.    Liquid  sugar  from  abro;id  is  defined  as  sugar  principally  not 

of  crystalline  structure  vmich  contains  soluble  non-sugar  solids  equal 
to  not  m-ore  than  6  percent  of  the  total  soluble  solids.  Only  Cuba  and 
the  Dominican  Republic  are  assigned  liquid  sugar  quotas. 

Sugar  and  liqixid  sugar  used  for  re-exportation,  distillation,  or  live- 
stock feed  is  exempted  from  the  quota  limitations. 

Under  Title  IV,  the  quota  provisions --may  be  suspended  by  Presidential 
proclamation  in  case  of  a  national  emei'gency  vrith  respect  to  sugar. 

Title  III,  "Conditional  Paj-ment  Provisions,"  provides  for  benefit  pay- 
ments to  domestic  gro^/ers  of  sugarcane  or  sugar  beets.  The  basic  rate 
of  payment  is  80  cents  per  hundred  pounds  of  sugar,  rs:^  value.  It 
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applies  to  the  first  350  short  tons  of  sugar,  raw  value,  produced  on  a 
farm.  The  base  rate  is  reduced  progressively  to  a  iiD.niriiurr-  of  30  cents 
per  hundred  pounds  of  sugar  produced  in  excess  of  30,000  short  tons  on 
the  farm. 

Payment  is  made  only  to  farmers  viio  have  not  m.arketed  or  processed  sugar 
beets  or  sugarcane  in  excess  of  their  proportionate  shares  in  the  applic- 
able area  quota.    These  proportionate  shares  are  to  be  dcteminrd  by 
the  Secretary,    In  his  determination  he  may  consider,  for  each  farm, 
past  production  and  abilit.y  to  produce  sugar,  and  he  is  to  protect  the 
interests  of  new  and  small  producers,    Payxnent  is  made  only  for  sugar 
produced  as  part  of  the  proportionate  share  of  each  farm  in  the  applic- 
able area  quota. 

Full  payment  is  furthermore  cofiditioned  on  the  absence  of  child  labor 
in  the  production  of  the  sugarcane  or  sugar  beets  in  question.  Ado- 
lescents between  the  ages  of  14  and  16  must  not  be  employed  in  excess 
of  8  hours  a  day.    Children  of  the  owner  of  at  least  40  percent  of  the 
crop  are  exempted  from  these  provisions,,    Disregard  of  these  provisions, 
where  applicable,  is  penalized  with  a  deduction  of  $10  from  pa3n:iients 
for  each  child  and  for  each  day  during  which  he  was  onployed. 

Employer-producers  must  pay  their  labor  fair  vrages  as  determined-  by  the 
Secretary,    Non-compliance  results  in  the  deduction  from  payments  of 
the  funds  required  fully  to  remunerate  underpaid  laborerSe 

Proc-essor-producers  must  pay  other  beet  and  cane  producers,  from  whom  they 
buy,  fair  prices  as  determined  by  the  Secretary,    Non-compliance  makes 
a  processor-producer  ineligible  to  receive  pa;>'iTients, 

Conditional  payments  are  also  authorized  in  case  of  crop  abandonment. 
Such  payments  are  to  be  made  on  one-third  of  the  nonral  cormncrcial 
sugar  production  of  the  bona  fide  abandoned  arcae    Payments  in  case 
of  crop  deficiencies  due  to  natural  disasters  may  be  made  on  the 
difference  of  80  percent  of  the  normal  commercial  sugar  production  and 
the  actual  yield  obtained. 

The  condition  relating:  to  tht  preservation  and  maintenance  of  soil 
fertility  stipulated  in  the  1937  Act  is  not  contained  in  the  1948  Act, 
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Experience  Under  the  Sugar  Acts 

The  Sugar  Act  of  1948  and  the  predecessor  acts  have  operated  to  the 
benefit  of  many  groups  uhich  participate  in  the  productioni  processing, 
and  consumption  of  siogar  for  the  U,  S,  market.     Incomes  of  sugar  beet  and 
sugarcane  grov/ers  have  been  substantially  increased,  as  have  v;ages  of  field 
workers  in  all  U,  3,  areas.    Sugar  prices  paid  by  the  Go.a,^uia^r  hare 
remained  moderate.     Increases  in  domestic  production  have  been  restricted 
but  domestic  production  has  not  been  permanently  reduced.    The  benefits 
enjoyed  by  U,  S.  producers  under  the  Sugar  Acts  have  been  progressively 
extended  to  the  foreign  countries,  principally  Cuba,  which  marie t  sugar 
in  the  U.  S, 

Grouers '  Income 

Ilarketing  quotas  imposed  in  I93/}.  under  authority  of  the  Jones-Costigan 
amendment  to. the  Agricultural  Adjustment  Act  of  1933  prevented  excess 
supplies  of  sugar  from  entering  the  American  market.    Hovsrever,  surplus 
stocks,  particularly  heavy  in  the  Philippines  and  Puerto  Rico^  over- 
shadowed the  mrket  and  kept  prices  depressed.     In  1935 1  production  allot- 
m.ents  were  added  to  the  marketing  quotas  in  order  to  reduce  stocks  to  the 
quantities  needed  to  fill  the  quotas.     In  Puerto  Rico  and  the  Philippines, 
production  vas  cut  below  the  marketing  quotas  in  order  to  absorb  the 
heavy  surpluses  in  storage.    Domestic  and  insular  sugar  crops  vrere  reduced 
thirty  percent  in  1935  ^t^^-'-  "tbe  price  of  rav;s  rose  from  ?2,Q0  per  cwt. 
in  February  I935  "to  over  i^3,30  Toy  the  end  of  that  year.    By  the  end  of 
193^ t  production  allotments  hcd  reduced  supplies  to  quota  requirements. 
In  that  year,  domestic  and  insular  production  was  allov/ed  to  rise  about 
16  percent,  mainlj'-  in  Puerto  Rico  and  the  Philippines  where  production 
had  earlier  been  cut  belo\7  the  marketing  quotas. 

Although  refined  sugar  prices  in  19i',0  had  receded  to  their  1933  level, 
mainland  grov/ers'  income  per  ton  of  cane  (including  Sugar  Act  payments) 
had  risen  19  percent  and  their  income  per  ton  of  sugar  beets,  30  percent. 
By  1950 1  "the  price  of  refined  sugar  had  risen  82  percent  above  the 
1933  level,  but  mainland  growers'  income  per  ton  of  cane  had  increased 
184  percent,  and  per  ton  of  beets,  160  percent.     (See  figure  11  giving  compari- 
sons based  on  1935-39*) 

Growers  now  obtain  a  much  larger  proportion  of  the  consumer's  sugar  dollar, 
largely  because  of  the  more  stabilized  conditions  under  v/hich  the  industry 
operates,  and  because  of  the  continued  efforts  on  the  part  of  sugar  mills 
and  refineries  to  improve  their  processing  efficiency.    As  a  result  of 
these  conditions,  mill  and  refinery  costs  have  not  reflected  the  full 
impact  of  the  general  price  inflation  which  has  occurred  in  the  last  15 
years.    Processors  generally  have  operated  profitably  and  at  the  same 
time  have  been  able  to  increase  substantially  the  proportion  of  total  sales 
income  paid  to  growers  for  sugarcane  and  sugar  beets. 
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i.Wyr  Beets 

Sugar  beet  groi7ers  are  paid  for  their  product  a  percentage  of  the  net 
proceeds  realized  frora  the  sale  of  beet  sugar  (gross  sales  less  market- 
ing expenses).     In  the  North  Central  States,  uoually  referred  to  as 
the  Eastern  beet  region,  they  also  share  in  the  net  proceeds  from  the 
sale  of  molasses  and  dried  beet  pulp.    There,  the  sharing  relationship 
has  been  ^0  percent  to  the  processor  and  50  percent  to  the  grower  through- 
out the  period  covered  by  the  several  Sugar  Acts,     In  all  other  parts  of 
the  country,  v/here  approximately  80  percent  of  the  beet  sugar  is  pro- 
duced and  v/here  the  sharing  relationship  for  beets  of  a  constant  quality 
is  based  solely  upon  the  net  proceeds  frora  sugar,  terms  of  the  sugar 
beet  purchase  contracts  have  been  altered  several  times  during  the  last 
15  years.     In  1935  the  contract  v/as  changed  to  increase  the  grov/ers' 
share  of  the  first  $4»50  per  cvrt.  of  net  proceeds.    As  sugar  prices  did 
not  reach  tliat  level  until  the  outbreak  of  "  orld  War  II,  the  net  result 
v;as  an  increase  in  the  price  paid  for  sugar  beets o     In  1941*  1943*  ^^d 
1948*  the  contracts  were  again  altered.    Essentially,  the  changes  have 
given  greater  protection  to  the  processor  at  low  sugar  prices  and  greater 
returns  to  the  grower  as  prices  rise.     Higher  sugar  prices  of  late  years 
have  thus  given  the  grower  increasing  returns  relative  to  those  of  the 
processor.     In  19''-!-9»  on  a  national  average  basis,  grov/ers  received  5^ 
percent  of  net  proceeds  from  the  sale  of  refined  beet  sugar.     In  1933  they 
had  received  only  47  percent.     (See  figure  12.) 

Louisiana  Sugarcane 

Louisiana  mills  purchase  sugarcane  on  the  basis  of  its  recoverable  sucrose 
content  and  average  sugar  prices,  either  for  the  v/eek  or  for  the  season. 
The  recoverable  sucrose  content  is  determined  by  laboratory  methods. 
Accordingly,  lov;  recovery  rates  on  the  part  of  the  .nill  tend  to  reduce  the 
mill's  share  of  sugar  proceeds  and  high  rates  tend  to  increase  the  mill's 
share.    Recovery  and  sharing  relationships  fluctuate  so^iev/hat  from  year 
to  year.     In  1933  Louisiana  grov/ers  received  64  percent  of  the  net  proceeds 
from  the  sale  of  raw  sugar.    They  received  a  considerably  smaller  percentage 
in  all  but  one  of  the  remaining  years  prior  to  World  V/ar  II,  because  of 
a  provision  under  x/hich  the  price  of  sugarcane  v/as  reduced  v/hen  sugar  prices 
fell  belov/  $3.50  per  cv/t,    Grov/ers'  income  from  sugarcane  did  not  fall  in 
like  manner,  however,  since  Sugar  Act  payments  roughly  offset  the  reduction 
in  cane  prices. 

Since  1940*  rav/  sugar  prices  have  exceeded  $3*50 »  thus  making  the  reduction 
provision  of  the  contract  inoperative.     In  194^,  contracts  were  changed 
to  increase  slightly  the  grov/ers'  share  of  proceeds.    Subsequent  chrnges 
have  been  minor  in  their  overall  effect.     In.  195^i  grov/ers  received  67  per- 
cent of  proceeds  from  the  sale  of  sugar.     (See  figure  I3.) 


SUGAR  PRICES  AND  GROWERS'  INCOME  FROM 
MAINLAND  SUGAR  BEETS  AND  SUGARCANE  COMPARED 
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Figure  !!•    Although  growers*  income  from  sugarcane  and  sugar  beets 
has  not  risen  as  rapidly  as  the  prices  reoeired  by  fanaers  for  all 
farm  products,  it  has  risen  at  a  much  higher  rate  than  the  price  of 
refined  sugar.    This  indicates  that  the  fanner  is  now  receiving  a 
larger  percentage  of  the  sugar  dollar* 
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Puerto  Rican  Sup:arcane 

Puerto  nican  growers  novr  receive  a  'prdxiraately  two-thirds  of  the  net  pro- 
ceeds from  the  sale  of  raw  sugar,    V/hen  the  Jones- Cos tigan  amendment  vas 
enacted,  the  grower's  share  had  been  6o  percent  of  the  sugar  recovered 
from  his  cane.    In  193^1  1943 »  ^ind  1947/  contracts  uere  changed  to  increase 
the  grower's  percentage.    Under  the  terras  of  contracts  now  in  existence, 
growers  receive  from  63  to  67^  percent  of  the  sugar,  the  higher  percentage 
applying  to  cane  of  a  high  sucrose  content.     (See  figure  14.) 

Y/ages  Paid  to  Field  \7orkers 

To  qualify  for  benefit  payments  under  the  Su^ar  Act,  producers  of  sugarcane' 
and  sugar  beets  are  required  to  pay  v;ages  to  their  field  workers  at  rates 
not  less  than  those  determined  annually  by  the  Secretary  of  Agriculture  to 
be  fair  and  reasonable,  -  Minimum  wage  rates  of  field  workers  in  all  domes- 
tic areas  have  almost  quadrupled  in  the  15  years  since  1934*    During  the 
same  period,  the  cost  of  food  and  clothing  has  slightly  more  than  doubled. 
Without  question  the  standard  of  living  of  field  workers  has  been  sub- 
stantially improved.    It  is  also  interesting  to  note  that  these  \7ages  are 
paid  by  growers  whose  gross  income  per  ton  of  sugarcane  or  sugar  beets 
has  only  slightly  more  than  doubled  during  the  same  period  of  time.  Improved 
methods  of  sugarcane  and  sugar  beet  production,  both  as  to  mechanization 
and  as  to  farming  practices,  have  made  this  record  possible.     (See  figure 
15.) 

Minimum  wage  rate  increases  have  varied  considerably  from  area  to  area. 
In  Puerto  -^ico,  Louisiana,  and  Florida,  the  minimum  rates  have  tripled;  in 
the  Virgin  Islands,  where  the  rate  vras  extremely  low  in  1934t  it  has  since 
that  time  quadrupled;  and  in  Hawaii,  it  has  increased  more  than  5"fold» 
Hawaii,  of  course,  is  the  area  where  the  greatest  strides  in  mechanized 
fai-ming  have  occurred.    Although  the  International  Longshoremen  and 
V/arehousemen's  Union,  which  represents  the  Hav;aiian  su^,arcane  field  ^-^orkers, 
has  pressed  strongly  for  wage  increases,  these  demands  could  not  have  been 
met  had  it  not  been  for  the  remarkable  progress  achieved  in  mechanized 
farming.     (See  figures  I6  and  1?. ) 

Average  earnings  of  field  workers  exceed  minimum  v;age  rates  in  each  of  the 
a^-eas  for  a  number  of  reasons,  such  as  the  inclusion  of  overtime  premium 
paj/ments,  task  vrark  premium  payments,  higher  basic  v;age  rates  paid  by  some 
or  all  producers,  and  higher  rates  paid  for  specialized  skills.     In  Louisiana, 
Puerto  Piico,  and  the  Virgin  Islands,  average  earnings  exceed  the  minimum 
rates  by  relatively  small  amounts.    In  the  other  areas,  earnings  exceed 
minimum  wage  rates  by  from  15  to  35  percent.     (See  figure  I8,.) 

There  is  rather  a  close  relationship  between  average  prevailing  wage  rates 
and  labor  requirements.     In  ifevjaii,  where  the  highest  v/ages  are  paid, 
man-hour  requirements  per  tori  of  recoverable  sugar  are  lover  than  in  any 
other  domestic  area.    Excluding  the  Virgin  Islands,  wage  rates  are  lower 
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in  Puerto  Rico  than  in  any  other  domestic  area  and  man-hour  requirements 
are  higher.    ITuerto- Rico  required  lZj.3,000  field  uorkers  in  1949  to 
produce  a  1, 277* 000- ton  crop  of  sugar,  v;hereas  Hav;aii  used  only  13,750  to 
produce  956tOOO  tons.     In  vieu  of  Puerto  Rico's  larger  population,  and 
inadequate  employment  opportunities,  a  rapid  change  to  mechanized  methods 
of  sugarcane  production  could  cause  additional  unemployihent .     (See  figure  19« ) 

Sugar  Prices  and  Consumption 

The  wholesale  net  cash  price  of  refined  sugar  at  Nev;  York  rose  from  4*32 
cents  a  pound  in  1933  to  7»84  cents  in  1950,  an  increase  of  about  80  per- 
cent.   The  great  majority  of  this  rise  has  occurred  since  1945*  Between 
1933  snd  1935 1  sugar  prices  rose  about  12  percent,  then  gradually  drifted 
back  to  the  1933  level  over  the  next  five  years,  so  that  in  1940  they  were 
at  the  same  level  as  in  1933*     In  the  next  two  years,  they  rose  25  percent, 
and  remained  about  at  that  level  through  1945* 

The  stability  in  sugar  prices  from  1942  to  1945  ^"■^as  "the  result  of  war-time 
controls  and  consumer  subsidies.  Under  the  Cuban-crop  purchase  programs 
the  Commodity  Credit  Corporation  imported  sugar  without  payi'ng  the  tariff. 
In  addition  the  Corporation  sold  at  losses  and  absorbed  costs  which 
involved  expenditures  by  it  of  $133  'tiillion  in  order  to  obt  in  supplies 
and  keep  do\'/n  costs  to  consumers.     In  194^  and  1947*  when  costs  rose 
and  the  subsidy  programs  were  brought  to  an  end,  sugar  prices  rose 
sharply.    Sugar  prices  declined  in  1948 1  and  then  shor/ed  smll  increases 
in  1949  and  I950.    (See  figure  3I.) 

Other  than  the  rapid  increases  in  194^  and  1947*  refined  sugar  prices  under 
the  Sugar  Acts  have  been  noted  for  their  stability.    This  stability  is 
particularly  marked  v/hen  the  rise  in  sugar  prices  since  1945  is  compared 
with  the  rise  in  the  price  of  all  foods,     (See  figure  8  above.) 

Total  sugar  consuraption  increased  from  6.1  million  tons  in  193^  "to  Ground 
7»9  million  tons  in  1950 »  or  by  30  percent.    Total  consuraption  in  1934 
(the  year  during  which  the  Jones-Costigan  Act  became  effective)  was  at  its 
lov/est  point  in  ten  years.     In  1935  i"t  rose  sharply,  and  remained  fairly 
steady  until  1941 1  '-'hen  it  rose  again.    During  the  war  years  consumption 
was  curtailed  because  of  v;artime  needs,  shortages,  and  shipping  difficulties. 
In  1948,  the  first  full  year  following  the  termination  of  controls,  total 
consumption  slightly  exceeded  the  1941  level,  and  has  been  increasing 
gradually  since  then. 

It  is  too  soon  to  determine  the  nature  of  the  postwar  trend  in  per  capita 
sugar  consumption.    Average  per  capit-a  consumption  since  the  end  of  sugar 
controls  in  1947  has  probably  been  at  about  the  prev/ar  level.    For  short 
periods,  ho\7ever,  figures  on  distribution  by  primary  distributors  (refiners, 
beet  processors,  mainland  cane  mills,  and  importers)  can  differ  considerably 
from  household  consumption  and  industrial  usa^e.    The  sharp  increase  in 
sugar  distribution  in  1950  undoubtedly  reflected  a  replenishnlent  of  stocks 
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RELATION  BETWEEN  AVERAGE  DAILY  WAGES  AND  MAN 
DAYS'  OF  FIELD  WORK  PER  TON  OF  SUGAR, DOMESTIC 
PRODUCTION  AREAS.  1949  CROP 


DOLLARS  PER  DAY 

10 


4  6  8  10  12 

FIELD  MAN  DAYS  PER  TON  OF  RAW  SUGAR 


us.  DEPARTMENT  OF  AGRICULTURE 


PRODUCTION  AND  MARKETING  ADMINISTRATION 


Figure  19*    There  is  a  close  relationship  betvreen  average  daily 
-wage  and  nan-day  requirements  per  ton  of  raw  sugar*    Haivaii,  with 
the  lowest  nan-day  requiroments,  has  the  highest  earnings* 
Puerto  Rioo,  with  Hie  highest  nan-day  requirements,  has  the  loirest 
earnings* 


Data  represent  workers*  daily  weighted  average  prevailing  cash  wages; 
(supervisory  workers  included;  administrative  and  employee-service 
workers  excluded*) 
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by  con3iimers,  industrial  users,  and  distributors.     It  probably  also 
reflected  increased  use  of  sugar  in  the  manufacture  of  stocks  of  sugar- 
containing  products.     It  ;nay  also  have  reflected  some  increase  in  final 
consumption* 

In  vievj  of  the  expansion  in  the  production  and  utilisation  of  corn  sv;eeten- 
ers,  dextrose,  and  corn  sirup,  it  ia  clear  that  the  per  capita  consumption 
of  all  sweeteners  combined  is  higher  than  it  vcas  during  the  pre-war  period. 
Compared  with  the  1935-39  average,  per  capita  consumption  of  dextrose  in 
1950  more  than  doubled,  and  that  of  corn  sirup  increased  20  percent.  In 
195C>(f  the  use  of  all  corn  sv/eeteners  represented  about  12  percent  of  total 
sweetener  consumption  compared  with  8  percent  in  the  1935-39  period. 

Production  and  Q,uotas  by  Areas  ■  . 

Gince  the  introduction  of  the  first  sugar  marketing  quotas  under  the 
Jones-Costigan  Act  in  1934  trends  in  production  hr>ve  differed  in  the 
sugar-producing  areas  on  which  v/e  rely  for  continental  U,        supplies,  A 
strong  up^vard  trend  has  continued  in  Puerto  Rico.    A  recovery  and  upv/ard 
trend  continued  in  the  mainland  cane  area  until  the  beginning  of  '.-'orld  V/ar  II. 
Since  then  production  in  the  m.ainlancl  cane  area  has  been  about  constant. 
Production  in  the  domestic  beet  area  has  been  maintained  at  a  higher  level 
than  that  existing  prior  to  1934  and  reached  a  record  high  in  1950 t 
thei*e  have  been  wide  fluctuations  in  volume,    Hav/aiian  sugar  production  was 
cut  back  in  1934  and  declined  during  the  war  and  strike  period,  but 
improvement  has  been  evident  since  194^*    Cuban  production  has  about  doubled 
the  1934-41  rate,    Philippine  production  was  practically  stopped- as  a  result 
of  war  damage  but  considerable  recovery  has  been  made  since  1948*  Details 
of  production  and  quotas  for  the  areas  supplying  the  U.  S,  are  shown  in 
figures  20  to  28,  . 

V/hile  increases  in  sugar  quotas  have  coincided  with  increased  prosperity 
and  expansion  in  the  sugar  industry,  it  is  not  possible  to  isolate  the 
effects  of  the  successive  Sugar  Acts  from  other  economic  influences.  Since 
1934  our  economy  as  a  v/hole  recovered  from  a  great  depression  and  achieved 
a  new  high  in  prosperity.    Technological  developments  and  increased  con- 
sumption, due  in  part  to  a  rapidly  rising  population,  have  contributed  to 
greater  sugar  productipn.    Another  important  factor  has  been  the  presence 
or  absence  of  alternative  opportunities  for  the  use  of  land  and  labor. 
Where  such  competition  exists,  as  in  the  domestic  beet  area,  the  level  of 
sugar  production  is  influenced  by  the  income  from  sugar  beets  compared 
with  the  returns  from  other  crops.     In  such  cases,  insofar  as  the  Sugar  Acts 
have  increased  gro?:er  incomes,  they  have  strengthened  the  competitive 
position  of  sugar  beets  as  a  farm  crop.    But  at  the  same  time,  other  agri- 
cultural programs  promoting  increased  returns  for  other  crops  have  partly 
offset  the  advantages  gained  by  sugar.    The  sugarcane  areas,  on  the  other 
hand,  are  in  a  different  situation  as  few,  if  any,  acceptable  alternatives 
for  land  and  labor  exist.     In  these  areas  higher  returns  for  sugar  will 
stimulate  production  soraev/hat,  but  their  chief  result  is  to  improve  incomes. 
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During  the  '^Vorld  '.7ar  II  period,  the  quota  provisions  of  the  Sugar  Act 
viere  suspended.    Abnomal  conditions  affected  production  variously  in 
the  different  sujjar  areas o    Shortages  of  labor  and  fertilizer  and  the 
need  for  other  cropo  for  a  time  reversed  the  upward  trend  in  the  domestic 
beet  area.     In  Puerto  lico  severe  droughts  as  well  as  the  fertilizer 
shortage  resulted  in  small  crops.    In  Haxvaii,  the  loss  of  much  crop  land 
to  the  Amed  Forces  accelerated  the  decline  resulting  from  shortages  of 
labor  and  fertilizers.     It  v/as  the  v;ar-time  labor  shortage  which  caused 
Hav/aii  to  mechanize  as  fully  as  possible.    Production  in  the  Philippines 
ceased  almost  entirely  during  the  Japanese  occupation,  while  production 
in  Cuba  (after  the  shipping  difficulties  of  the  early  war  years  were 
alleviated)  increased  gradually  to  reach  an  all-time  high  in  1947  and  194^ 
in  response  to  heavy  world  demand. 

Adjustments  1934-36 

The  consumption  estimates  established  by  the  Secretarj''  of  Agriculture  for 
193''-!-  ai'^cl  1935  (and  originally  for  193-^)  were  about  the  same  as  the  annual 
quantity  of  sugar  delivered  for  consumption  in  I93O-33.    The  size  of  the 
consumption  estimate  had  peculiar  significance  for  Puerto  I^ico  and  the 
Philii^pines,     The  quotas  for  the  insular  areas  (including  Cuba)  had  been 
established  on  the  basis  of  their  deliveries  during  representative  years 
(1931,  1932,  and  1933  for  all  but  Hawaii,  for  \7hich  the  years  \;ere  1930* 
1931,  and  1932),    The  1933-34  crops  in  Puerto  Rico  and  the  Philippines, 
hov/ever,  reached  new  highs.    Since  they  could  not  be  marketed  under  the 
1934  quotas,  stocks  at  the  beginning  of  1935  were  250,000  tons  in 
Puerto  Rico  and  451»000  tons 'in  the  Philippines.     In  order  to  absorb 
these  depressing  surpluses,  production  in  those  two  areas  was  restricted 
below  marketing  quotas  for  the  crops  of  1934-35  and  1935-36*    In  other 
areas,  while  production  was  restricted,  cutbacks  beloTJ  the  quotas  were  not 
considered  necessary. 

Adjustments  Under  the  -^'Ugar  Acts  of  1937  and  1943 

By  the  latter  part  of  I936  sugar  prices  in  the  United  States  had  recovered, 
and  the  m.artet  v/as  agr.in  expanding.    This  expansion  gave  the  various  supply 
areas  nev/  opportunities  for  increasing  production,  this  time  within  a 
quota  system  v/liich  provided  a  stabilized  market.    Naturally,  developments 
have  not  been  identical  in  all  areas  supplying  the  United  States  since  the 
passage  of  the  Sugar  Act  of  1937  as  the  different  areas  are  subject  to 
\7idely  different  geographic  and  economic  conditions. 

There  is  not  necessarily  a  causal  relationship  between  production  and 
marketing  '  uotas,  at  least  on  a  year-to-year  basis.    Over  a  long  period 
production  and  marketings  tend  to  be  equalized.    Therefore  the  general 
level  of  production  is  influenced  by  the  levels  of  the  quotas.    Prior  to 
the  Sugar  Act  of  1948,  hov;ever,  the  differences  between  marketing  quotas 
and  production  in  any  one  year  could  be  comparatively  wide  as  the  size 
of  the  crops  was  pretty  v/ell  determined  before  the  calendar  year  quotas 
v;ere  announced.    Since  1948 1  with  statutory  quotas  for  domestic  areas 
specified  in  the  Act,  there  is  a  definite  indication  of  the  size  of  quota. 
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U.  S.  Domestic  Beet  Area 

It  is  difficult  to  trace  any  clear  trend  'in  beet  sugar  production  over  the 
past  fifteen  years.     Harvested  acreage  has  fluctuated  widelj^  as  a  result 
of  drought  (in  the  raid-thirties),  shortage  of  labor,  and  government 
programs  and  competition  from  other  crops.     Yields  per  acre,  however, 
have  steadily  increased.    A  higher  proportion  of  the  total  acreage  is  now 
concentrated  in  the  high-yield  areas  of  the  Vi/estern  States  and  improvements 
have  been  made  in  seed  and  production  practices  and  in  disease  and  pest 
control.    Production  in  195^  set  a  new  record  and  exceeded  the  statutory 
quota  of  1,8  million  short  tons. 

Because  of  the  sensitivity  of  the  sugar  beet  industry  to  v/eather  and 
returns  on  competing  crops,  deficits  in  meeting  beet  quotas  occurred  in 
1936  and  1937  and  again  in  1948  and  1949 On  "the  other  hand,  beet  acreage 
in  1939  vv'as  limited  and  in  I94I  a  restriction  of  16  percent  below  the 
1940  acreage  was  made  effective.     (See  figure  22.) 

I'feinland  Cane 

In  the  1930*3  production  of  mainland  cane  sugar  increased  rapidly,  partly 
as ■ a  result  of  the  opening  of  the  new  sugar  areas  in  Florida,  and  partly 
because  of  increases  in  harvested  acreage  and  yields  in  Louisiana.  The 
improvement  in  Louisiana  cane  came  about  largely  through  the  introduction 
of  new,  disease-resistant  varieties.    After  I938  production  leveled  off 
and  the  total  for  the  tv;o  areas  since  then  has  averaged  slightly  below 
the  present  statutory  quota  of  500*000  tons,  though  the  statutory  quota 
was  exceeded  by  record  crops  both  in  1949  and  1950.     Output  in  Louisiana 
fluctuates  considerably  more  than  in  Florida,  as  Louisiana  with  its  short 
growing  season  is  much  more  susceptible  to  weather. 

The  output  increased  rapidly  betv/een  1933  and  1938  and  acreage  restrictions 
were  applied  to  four  crops,  1938  through  1941 »     Because  of  high  yields  in 
1938  and  1939 f  production  exceeded  the  contemplated  levels,  while  the 
freeze  in  1940  reduced  production  for  1940  and  194^  below  the  anticipated 
tonnage.     (See  figure  23. ) 

Hawaii 

Hawaiian  sugar  production  betv/een  I93O  and  1940  v/as  relatively  stable 
although  a  slight      do^anii.ard  movem.ent  is  discernible  after  1933»  During 
the  war  years,  the  decline  was  greatly  accelerated,  and  reached  a  low 
point  in  194^       a  result  of  the  strike  of  the  sugar  vrarkers.     Since  I946 
an  upward  trend  again  has  been  established. 

In  1934t  under  the  Jones-Costigan  Act,  a  three-year  program  vv'as  introduced 
with  the  purpose  of  stabilizing  production  at  about  975,000  tons  annually, 
a  reduction  of  7  percent  from  the  average  for  I93I-I933.  Accordingly, 
24»000  acres  of  plantation  sugarcane  land  v/ere  taken  out  of  production. 
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In  1936,  1937,  and  I938,  Hav/aii's  share  of  the  U,  S,  mainland  market,  . 
plus  local  consumption,  would  have  supported  a  production  somewhat  above 
975 f 000  tons.    Since  a  Hawaiian  crop  grows  from  18  to  24  months,  it  is 
difficult  to  increase  Hawaii's  production  in  a  short  time.    Partly  for  this 
reason  Hawaii  did  not  respond  to  the  higher  quotas  of  the  late  1930'se 
Also  the  decline  in  sugar  prices  which  began  in  1937f  the  same  year  that 
mechanical  harvesting  was  introduced  in  the  Islands,  led  growers  to  dis- 
continue cane  production  on  land  unsuited  to  mechanized  harvesting. 

During  the  period  1940-/j.8  acreage  in  cane  decreased  by  a  further.  12  percent. 
This  v;as  partly  due  to  the  fact  that  the  Arined  Forces  took  over  many  acres 
of  crop  land  along  the  coastal  areas  and  partly  due  to  labor  shortage 
during  the  v/ar.    3ince  then  some  of  the  land  taken  over  by  the  Armed  Forces 
has  been  returned  to  private  control,    A  number  of  plantations  are  bringing 
back  land  previously  abandoned  as  unfit  for  raechanized  production,  (^ee 
figure  24. ) 

Puerto  Hico 

In  1949  and  1950  Puerto  Rico's  sugar  production  maintained  a  record  high 
just  short  of  1,3  million  short  tons,  or  about  275,000  tons  more  than  was 
required  to  meet  her  statutory  mainland  quota  and  local  consumption. 
Had  Puerto  Rico  not  received  reallocations  of  deficits  from  other  areas, 
and  sold  some  sugar  on  the  v;orld  market,  substantial  surpluses  would  have 
been  carried  over  into  I950  and  1951* 

Puerto  Rico's  production  has  consistently  been  close  to  or  in  excess  of 
its  marketing  quotas  since  the  Jones-Gostigsn  Act  became  effective.  The 
last  two  crops  of  close  to  I.3  million  tons  resulted  from  large  acreages 
plus  exceptionally  good  weather  conditions. 

Puerto  Rico's  sugar  production  is  greatly  affected  by  the  neather.  Puerto 
Rican  production  is  concentrated  in  a  relatively  small  area;  and  droughts 
(especially  on  the  south  coast)  and  hurricanes  in  some  years,  and  exceptionally 
fine  growing  weather  in  other  years,  result  in  i/ide  variations  in  output. 
(See  figure  25.) 

The  Philippines 

In  1934  the  Philippine  Independence  Act  limited  the  amount  of  Philippine 
sugar  which  might  enter  the  United  States  duty-free  to  about  952,000  short 
tons,  commercial  v/eight.    This  is  ecual  to  982,000  short  tons,  rav;  value. 
Any  quantities  above  that  xiere  subject  to  full-duty  rates.    Entries  of 
Philippine  sugar  from  1935  through  1940  corresponded  very  closely  to  the 
duty-free  limitation.    'Vhile  Sugar  Act  quotas  originally  assigned  to  the 
Philippines  under  the  Jones-Cos tigan  Act  and  the  Sugar  Act  of  1937  tended 
to  be  larger  than  the  Independence  Act  limitation,  it  was  not  profitable 
to  ship  the  full-duty  portion,  and  deficits  were  usually  declared  which 
brought  the  adjusted  Sugar  Act  'luota  in  line  v/ith  the  terras  of  the 
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Figure  23.    Loulsiasa  oane  sugar  prodwtion  declined  from  19(X)  to  1926  largely  because  of  the 
prevalence  of  mosaic  and  red  rot.    Sinoe  more  resistsait  varieties  of  cane  were  introduced, 
production  has  recovered  and  surpassed  its  old  level*    In  1928,  sugaroane  was  first  hai-rested 
in  Florida.    Production  in  Florida  now  comprises  about  one-fiftji  the  total  in  the  mainland 
cane  area. 
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Figure  24.    Hawaiicm  produetion  increased  most  ra.pidly  between  1924  and  1933,  was  adjxisted 
downward  when  quotas  were  put  into  effect,  and  declined  during  Hie  war  period.    By  1949  and 
1950  production  had  about  recovered  to  -tiie  1941  level* 
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Figure  25.    Puerto  Rican  production  has  been  following  a  pronounced  upward 
trend  since  1923,  except  for  the  war  years,  and  set  new  records  in  1949  and 
1950*    Despite  crop  restrictions,  production  has  exceeded  marketing  quotas 
plus  local  consumption  in  most  years  during  which  quotas  have  been  in  effect 
for  the  full  yeeur» 
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Figure  26.    Philippine  production  reached  a  peeJc  in  1934.    Between  1934  and 
1941,  production  dropped  sharply  and  settled  at  a  lower  level,  due  chiefly 
to  the  limitation  of  duty-free  sugar  entries  into  the  U»  S«  under  the 
Philippine  Independence  Act.    Production  is  now  recovering  from  wartime 
devastation. 
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Independence  Act,    Since  the  Philippines  cornmonly  shipped  all  their 
sugar  exports  to  the  United  States f  production  leveled  off  after  the 
restriction  under  the  Jones-Costigan  Act  in  1935       a  Q.uantity  sufficient 
to  rneet  the  duty-free  quota  plus  local  consumption* 

T/orld  w'ar  II  devastated  the  Philippine  sugar  industry  and  delayed 
Philippine  independence.    The  Philippine  Trade  Act  of  194^  carried 
sugar  terns  similar  to  the  Independence  Act,  and  the  quota  provided  in 
the  Trade  Act  v;as  incorporated  into  the  Sugar  Act  of  l^b.Q^    This  quan- 
tity may  enter  the  United  States  duty-free  each  year  until  July  4i  I954» 
when  it  becomes  subject  to  5  percent  of  the  full-duty  rate.     The  duty 
rate  is  to  become  progressively  higher  over  the  succeeding  twenty  years, 
reaching  100  percent  as  of  January  1,  1973*     ('^ee  figure  26*) 

Cuba 

Under  the  Jones -Cost igon  Act  and  the  Sugar  Acts  of  1937  and  1948? 
Cuba's  share  in  the  Uc  S,  market  has  been  protected  by  the  quota  pro- 
visions.   The  1943  Act,  hov/ever,  is  more  advantageous  to  Cuba  than  its 
predecessors.  The  fixed  quotas  for  domestic  ai'eas  naturally  give  the 
advanta-e  of  increased  U«  "j,  cons\irnption  essentially  to  Cuba.    As  an 
additional  protection  the  Act  provides  that  in  any  case  the  Cuban  quota 
shall  not  be  lesn  than  that  vhich  v/ould  have  been  established  under  the 
provisions  of  the  Sugar  Act  of  1937.     In  the  proration  of  deficits  the 
current  Sugar  Act  is  also  more  favorable  to  Cuba  than  the  Act  of  1937= 
Under  the  old  Act 4  any  Philippine  deficit  v/as  prorated  exclusively  to 
foreign  countries  other  than  Cuba;  nov;  Cuba  receives  95  percent  of  any 
Philippine  def icit- 

Under  the  Sugar  Act  of  194Qv  Cuba's  basic  quota  has  ranged  between  lc9 
and  3«4  million  tons,     (^ee  figure  27.)    Additional  quota  has  accrued 
to  Cuba  as  a  result  of  deficits  declared  for  the  Philippines  and  domestic 
areas,  and  the  U.  S,  has  made  several  large  purchases  of  3ugar  from  Cuba 
for  use  in  occupied  areas  overseBs.    Huge  additional  ouanticnes  have  been 
purchased  by  foreign  countries  as  a  result  of  funds  provided  by  the 
Ue  S.  Government  specifically  for  that  purpose,  or  V7ith  foreign  funds 
freed  for  the  purchase  of  sugar  as  a  result  of  assistance  being  given  by 
the  U,  S.  Government  for  the  purchase  of  other  re v_uir omenta. 

The  Trend  of  Protection 

Since  the  enactment  of  the  Jones- Cost igan  Act  the  protection  given  to 
the  U.  .J«  sugar  industry  .has  been  reduced,  and  its  nature  modified.  In 
fact,  during  most  of  the  year  follov;ing  the  outbreak  of  fighting  in 
Korea  prices  in  the  United  States  have  been  belov;  a  parity  v;ith  those 
in  the  world  narket,    Tlae  general  situation  is  illustrated  by  figure  29« 
Since  1934»  some  of  the  benefits  of  the  protective  system  have  also  been 
extended  to  the  "i'oreign  producers,  principally  Cuba,  marketing  sugar  in 
the  U»  Sj 
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Prior  to  1934t  the  tariff  constituted  the  only  protection  ^;iven  the 
industry.     Its  inadequacy  to  cope  v.'ith  depression  conditions,  &nd  the 
U.  3,  Tariff  CoiimiGS ion' s  recoram.endation  that  it  be  supplemented  by 
limitations  on  su^ar  marketings;,  have  been  set  forth  abovee    At  the  time 
the  Jones-Costigan  Act  v/as  passed,  the  Congress  acted  upon  this  recommenda- 
tion,   oince  then  the  tariff  system  has  supplemented  the  protection 
afforded  by  the  quota  system  and  the  payments  made  directly  to  domestic 
growers  of  sugarcane  and  sugar  beets ^ 

V/hen  the  tariff  assumed  a  role  of  secondary  importance,  it  was  possible  to 
reduce  duty  rates  v/ithout  jeopardizing  the  position  of  the       3,  sugar 
industry.    The  first  reduction  from  the  high  rates  established  under  the 
Tariff  Act  of  I93O  coincided  r/ith  the  establishraent  of  marketing  quotas 
and  a  processings  tax,  the  proceeds  of  v/hich  vere  to  be  used  for  conditional 
Sugar  Act  payments* 

The  first  major  reduction  in  the  tariff  on  Cuban  sugar.,  from  2^0  to  1*5 
cents  effective  June  3,  1934j  accorded  with  the  recommendation  of  the 
Ue  3,  Tariff  Commission  under  the  "flexible"  tariff  provisions  of  the  Act 
of  I92I0     These  provided  that  duty  rates  should  not  exceed  the  difference 
in  production  costs  between  the  U,  3,  and  its  principal  competitors. 

Subsequent  reductions  in  the  tariff  rates  on  sugar  have  been  made  under 

the  Reciprocal  Trade  Agreements  Act  of  193/j..,  which  authorized  the  President 

to  reduce  tariff  on  many  commodities  up  to  a  m:"ximam  of       percent  of  the 

rates  prevailing  at  the  time  of  its  enactment,.     International  negotiations 

under  the  Ceneral  Agreement  on  Tariffs  and  Trade,  in  1948-51*  have  resulted 

in  rates  on  sugar  from  Cuba  and  the  "full-duty''  countries  being  reduced  by 

aLnost  the  maximum  amounts  permissible.    The  present  Cuban  rate  is  0,5 

cents  per  pound  of  sugar,  rav;  value.    The  corresponding  full  duty  rate  is 

0,625  cents, 
t 

The  protection  given  by  the  quota  system  to  Ue  So  and  fo7jeign  producers 
marketing  sugar  in  the  U,  3,  can  be  measured  by  the  differential  between 
the  prices  at  which  raw  sugar  is  sold  in  Cuba  for  shipment  under  quota  to 
the  U,  3,  and  the  price  Cuban  sellers  obtain  for  sugar  sold  to  other 
countries-.    This  differential  (the  ''quota  premium")  in  the  Ue  3„  comes 
about  through  the  limitation  of  total  marketings  of  sugar  to  the  quantities 
which  can  be  sold  consistent  v.'ith  a  fair  price  to  producers  and  consumers. 

The  quota  premium  on  sugar  sold  in  the  Uc  Sj  increased  from  the  initiation 
of  the  quota  system  until  it  reached  a  high  point  of  1,7  cent  per  pound  in 
193'^»    j^oi*  the  next  three  years  it  v/as  reduced,  and  then  remained  relatively 
stable  at  less  than  one  cent  until  quotas  were  suspended  in  19'!-!-2«  The 
fluctuations  in  the  ouota  premium,  it  should  be  pointed  out,  are  due  more 
to  changes  in  the  world  price  than  to  changes  in  the  U,  S»  price,  which 
since  1934  has  been  relatively  stable. 
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1/ EXCISE  TAX  PAID  ON  PROCESSING  OR  IMPORTING  OF  SUGARj  SUGAR  ACT 
PAYMENT  MADE   TO  DOMESTIC  GROWERS. 


U.S.  DEPARTMENT  OF  AGRICULTURE 


PRODUCTION  AND  MARKETING  ADMINISTRATION 


Figure  29.    The  tariff  on  sugar  has  been  progressively  reduced  since 
the  Jones-Costigan  Sugar  Act  went  into  effect  in  1934 •    The  quotas 
■were  most  effective  in  supporting  domestic  prices  in  the  pre-war  period. 
Sugar  let  payments  average  about  65  cents  and  the  excise  tax  is  53g 
cents  per  100  povinds,  refined  mlue.    Tax  revenues  exceed  payments, 
since  the  latter  are  made  only  on  domestic  sugar* 


RAW  SUGAR  QUOTA  PREMIUMS  AND  DISCOUNTS 

WEEKLY  COMPARISON,  F.A.S.  CUBA   PRICES  OF  RAW  SUGAR  FOR 
^^^j^  SHIPMENT  TO  U.S.  AND  WORLD  MARKETS 
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1.  NEW  YORK  PRICE    LESS    DUTY    AND   FREIGHT   AND    INSURANCE    FROM     HAVANA,  CUBA. 

2,  F.A.S.   HAVANA,  CUBA. 


Figure  30.    Ever  since  the  outbreak  of  hostilities  in  Korea,  with  the 
exception  of  two  short  periods,  Cuba  has  supplied  suf;ar  to  the  United 
States  at  prices  well  below  those  which  it  received  for  the  balance  of 
its  crop.    The  quota  provisions  of  the  Sugar  Act  have  had  a  stabilizing 
affect  on  U.  S»  sugar  prices. 
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Although  the  quota  premium  .under  the  iSusar  Act  of  1943  has  averaged  le.ss 
than  it  did  in  the  pre^var  period,  in' ii943  it  amounted  to  about  1/2  cent 
and  in  1949  it  v/as  close  to  1  cent  pei*  pound.     For  the'  first  half  of 
1950  the  quota  premium  avera^^ed'  arcsund  1/2  cent,  but  since  the  outbreak 
of  hostilities  in  Korea  the  premium 'has  been  Icirgely  negative,  thus 
servin^^  as  a  protection  to  U,  5'..  consuiaei'S  as'  the  \7orld  price  of  sugar 
spiraled  upward  v/hile  the  U,  3«  price  remalneid.  relatively  stable. 
Figure  30  shows  quota  premiums  and  discounts,  by  months,  since  January 

The  use  of  the  quota  system  to  keep  domestic  prices  belov/  the  vorld 
level  is  a  new  development.     In  the  latter  part  of  June  195^  the  Cuban 
price  of  sugar  for  export  to  world  markets  was  2a 30  cent  per  pound  above 
the  Cuban  price  of  sugar  for  sale  under  quota  to  the  United  States. 

Except  for  a  short  period  in  January  and  February  the  world  sugar  price 
has  shown  a  strong  or  inflationary  tendency  throughout  the  first  half 
of  1951 •    Large  purchases  of  new  crop  sugar  were  made  by  European 
countries  in  December  and  January  v/hen  supplies  of  actual  sugar  were 
practically  exhausted.    This  had  a  bullish  effect  on  the  market. 
Beginning  again  in  late  February  foreign  countries  have  continued  to  make 
large  purchases  at  steadily  increasing  prices.    Such  buying  has  had  the 
inevitable  inflationary  effect  on  the  \/orld  market.    By  June  21  the  world 
price  of  sugar  f.a.s.  Cuba  reached  8e05  cents  per  pound. 

The  quota  system,  supplemented  by  export  controls,  has  protected  the 
domestic  market  against  most  of  the  recent  inflationary  tendencies  of  the 
world  market.    Cuba,  the  Philippines,  and  the  major  full-duty  countries 
supplying  this  market  shov;  their  vallingness  to  fill  their  quotas  for 
the  United  States,  despite  the  temporarily  higher  prices  prevailing  in 
the  v;orld  market.    To  check  inflationary  tendencies  in  our  prices  for 
sugar  and  to  prevent  the  loss  of  necessary  supplies,  it  became  necessary 
to  make  tighter  use  of  the  export  controls  authorized  by  the  Export  Control 
Act  of  1949"    Although  domestic  sugar  prices  have  risen,  they  are  well 
belov;  v/orld  prices.     On  June  21  the  duty  paid  New  York  spot  price  was 
6.75  cents  per  pound,  equivalent  to  about  3*75  cents  f.a.s,  Cuba. 

The  hoarding  movement  which  developed  in  the  summer  of  I950  following  the 
outbreak  of  hostilities  in  Korea  demonstrated  the  risks  household 
consximers  and  industrial  users  face  in  permitting  their  sugar  stocks  to 
become  too  depleted  in  periods  of  uncertainty.    During  the  early  months 
of  1950  consumers  had  permitted  their  stocks  to  run  so  lov/  that  they 
were  critically  in  need  of  supplies  during  the  period  of  peak  summer  demand. 
The  hoarding  movement  merely  added  to  the  heavy  buying  that  would  have  been 
necessary  in  any  event  under  such  conditions. 

Domestic  household  consumers  and  industrial  users  again  let  their  supplies 
run  down  in  March  and  April  of  1951      Although  this  caused  raw  sugar 
prices  to  decline  temporarily,  it  involved  a  possible  danger  during  the 
summer  months  of  peak  demand.    Fortunately,  distribution  rose  sharply  during 
May,    Therefore,  a  significant  part  of  the  additional  requirements  for  the 
summer  months  has  been  met,     (Gee  figure  32,) 
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Because  of  the  time  involved  in  importing';  su^ar,  refining  it,  and  passing 
it  throu£ih  the  channels  of  distribution  to  ultinate  consaTiers  and 
industrial  ncers,  there  is  al^;ays  a  danger  that  teiiporary  shortages  may 
develop  ^.;hen  purchases  are  made  sporadiQally,    Hogardless  of  the  safe- 
guards that  may  be  established  through  quotas  and  other  Governmental 
actions  to  protect  the  interests  of  consumers  by  aalcing  adequate  supplies 
available  for  this  country,  it  will  remain  necessary  for  household  con- 
cuiiors  .  and  industrial  users  to  protect  their  ovm  interests  by  maintaining 
normal  stocks  and  buying  in  an  orderly  manner. 


SUGAR  DISTRIBUTION  BY  MONTHS 
JANUARY  1948  TO  MAY  1951 


300 
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U.  S  .  DEPARTMENT  OF  AGRICULTURE 


PRODUCTION    AND   MARKETING  ADMINISTRATION 


Figure  32 •  Following  the  outbreak  of  hostilities  in  Korea,  many  buyers 
purchased  sugar  in  excess  of  their  normal  seasonal  needs.  During  March 
and  April  1951  stocks  in  the  hands  of  consTwners  were  reduced.  However, 
they  were  replenished  again  from  heavy  buying  in  l.fey. 


-  31  - 


International  Efforts 

The  world's  production  and  trade  in  ^mr^cr  hs.ve  long  beon  subject 
to  unstable  conditions  avhich  have  resulted  not  only  in  prolonged 
depressions  but  also  in  threatened  doprossion  in  the  sugar  industry 
evon  in  tines  of  general  prosperity.     These  conditions  have  been 
created  largely  by  the  nationalistic  policies  mentioned  briefly  above. 

Over  the  years  rmny  attempts  have  been  nade  to  stabilize  the  •'.vorld's 
sugar  economy  hy  international  agreements.    At  present,  the 
International  Sugar  Agreement  of  1937  is  still  nominally  in  effect, 
though  its  export-quota  provisions  have  been  suspended  since  early 
in  V/orld  war  II «     The  members  of  the  International  3uga.r  Council,  . 
established  to  administer  the  -'greement  of  1937,  have  recently  been 
considering  \Yhether  a  new  Agreement  should  be  adopted,  and  several 
proposed  drafts  have  been  circ vdateds- 

At  the  meeting  of  the  Council  in  June  and  July  1950,  the  J*  S« 
Delegation  exprosf:ed  itself  in  favor  of  a,  new  jT.groement  to  stabilize 
the  vrorld  marhet,  and  made  it  clear  thot  its  objfootive  should  be  to 
make  adeci;ate  supplies  of  sugar  a'va.ilable  at  all  tinos^  at  prices 
equitable  both  t'.:i  producers  and  consumers.     Besides  being  consistent 
with  the  general        3.  policy/  of  encour&ging  world  trade,  a  stabilized 
world  market  is  of  interest  to  the  TI.  S.  to  the  extent  that  it  increases 
the  stability  of  our  domestic  sugar-producing  areas  and  of  the  exporting 
countries  upon  vmich  v;e  depend  for  a  large  part  of  our  supplies. 
The  U.        Delegation  agreed  vrith  the  general  position  taken  at  the 
Council  meeting,  that,  should  depressing  surpluses  arise,  the 
regulation  of  production  and  exports  from  exporting  areas  \vould  be 
necessary*     But  it  emphasized  thct  any  real  increa.se  in  stability  in 
the  ivorid  market  must  ultimtely  coiae  about  through  expanded  ATOrld 
consmption  and  imports  of  sugar.     The  U.  S.  Delegation  urged  tirie 
reduction  of  sugar  prices  paid  by  consumers  in  many,  countries  to  a 
level  more  consistent  mth  v.'orld  prices,  the  elimination  of  barriers 
to  international  trade  in  sugar,  and  some  limitation  on  expansion 
of  sugar  production  in  highly  protected  areas. 

As  the  outbreak  of  hostilities  in  Korea  has  brought  new  prosperity 
to  the  vjorld  sugar  market,  little  progress  tovjard  a  now  Agreement 
has  been  made  in  recent  months. 

To  date,  the  most  important  internationf- 1  agreements  affecting  sugar 
have  been  the  Brvissols  Convention  of  190^1,  the  Chadbourno  Agreement 
(1931),  and  the;  International  Agreement  of  1937. 

The  Brussels  Con'"-ention  was  the  first  successfal  attempt  to  prevent 
exports  of  su'">sidized  sugar,  and  to  reduce  taxes  im.poscd  on  imported 
sugar.     Conditions  prior  tc  this  Convention  were  such  that  drastic 
action  ms  necessary.    Beet  sugar  production  had  expanded  rapidly  in 


Europe  during  the  ninoteGiith  century  as  it  vms  protected  by  the  high 
duties  originally  establiched  on  imports  of  ce.nc  sugar,  particularly 
in  retained  forrn.e     Gra.duall;r  beet  sugar  began  to  be  exported  in 
considerable  volime,  as  drax^i/backs (origina].ly  intended  to  offset  the 
import  du-iyy  on  cane  sugar)  were  paid  on  all  refined  sugar  exports, 
I'lhon  applied  to  beet  sugar  produced  in  the  exporting  country,  such 
export  drawbacks  wore  actually  export  subsidies.     Another  source  of 
subsidy  encouraging  beet  sugar  production  vj-'.'-s  the  excise  tax,  i^iich 
was  based  on  the  estimated  percentage  of  rocovorable  sugs.r* 
Although  improved  cultivation  and  processing  m.othods  markedly 
increased  su.gar  yields,  the  tax  c  oiiiputation  romaini;d  unchanged*  Thus, 
boot  sug.ar  manufacturers  in  such  countries  paid  tax  on  an  understated 
productions  but  vrhen  exporting  sugar  ivero  v.;ntitlod  to  drawbacks  on 
the  quantities  actually  exported*     As  a  result  of  those  subsidies, 
bounty-fed  beet  sugar  flooded  the  v/orld  market  and  also  was  a  cau.se 
of  great  concern  to  the  national  treasuries  of  th'.>  beet-sugar 
exporting  countries. 

As  early  as  1864  Grc'-t  Eritairi,  Franco,  Hollan.d,  and  Belgium,  entered 
into  0.  ten -year  o.greoinont  to  suppress  the  indirect  and  direct  bounties 
on  boot  sugar.     The  agreement,  v/liich  provided  that  the  draivback  on 
refined  sugar  exjoorts  should  not  exceed  the  tax  originally  paid  en 
the  manufacture  or  importation  of  the  equivalent  raw  sugar,  continued 
until  1875  but  v.-as  largely  ineffective.     The  Dutch  color  standard  was 
used  to  relate  rav.-  and  refined  siagarj  and  the  inexactitude  of  this 
method  plus  the  lack  of  control  over  processors  and  refiners  defeated 
tlie  purpose  of  the  agreement. 

During  the  period  of  the  convention,  conferences  were  hold  at 
The  I-Tague ^London,  Paris,  Brussels,  and  again  at  Paris  mth  the 
intent  of  correcting  the  defects.     Substitution  of  the  saccharimo tor 
test  for  the  Dutch  color  standard  and  the  mo.nufacturo  and  refi.ning 
of  sugar  in  bond  Yjore  discussed  but  never  t. greed  upon  by  all  parties 
at  any  one  time  a    ?feanwhile,  England,  pursrdng  its  free  trade  policy, 
removed  duties  on  all  sugar,  incj.uding  boionty-fed  sugars  from  Austria. 

Attempts  were  made  to  call  further  conferences  in  ':he  early  1880 's 
after  the  expiration  of  the  convention  but  failed  because  of  England's 
refusal  to  levy  countervailing  dTxties  against  sugars  exported  under 
bounty  from  non-signatory  nations.     P'inally  in  1887  a  conference 
mot  in  London  which  included  in  addition  to  the  powers  vjhich  signed 
the  1864  convention,  Germ.any,  Austria,  Italy,  Spain,  Russia,  Denmark, 
and  Sweden.     France  and  Austria  refused  to  r:.tifv  bhe  agreement  and 
no  further  attom.pts  at  international  conventions  wore  m.ade  for  ten 
years . 

A  meeting  was  held  in  Brussels  in  1098  but  no  agreom.ent  resulted. 
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Tho  Brussels  Conventi o n 

On  DccGmbor  17,  1901,  a  confGronco  initiated  by  Great  Britain  but 
attended  by  representatives  of  Germany,  Austria-Hungary,  Belgium, 
Spain,  France,  Italy,  Holland,  Sivedon,  and  ITorway,  convened  in 
Brussels*    A  convention  dravm  up  at  this  conference  was  ratified  by 
Bclgitim,   ^ermany,  France,  tho  Netherlands,  Great  S^itain, 
Austria-Hungary,  and  Italy  prior  to  I%.rch  5,  1902,  and  since  tho 
ratification  of  Spain,  Ilonmy,  and  Sweden  as  non-exporting  countries 
was  not  necessary,  the  Convention  became  binding  on  the  ratifying 
powers • 

The  avowed  intention  of  the  Convention  was  tho  desire  to  equalize 
conditions  of  competition  between  beet  and  cane  sugar  exported 
from  tho  various  countries  and  to  promote  the  consumption  of  sugar. 
Believing  theit  this  two-fold  aim  could  bo  obtained  only  through  the 
abolition  of  bounties  and  by  limitation  of  the  surtaxes,  the  con- 
tracting parties  undertook  to  suppress,  from  the  effective  date  of 
the  Convention,  the  direct  and  indirect  bounties  by  which  producers 
or  exporters  of  sugar  might  benefit  and  to  refrain  frcm  establishing 
bounties  of  this  kind  during  tho  whole  duration  of  the  Convention. 
By  definition  bounties  wero» 

(a)  direct  bounties  granted  on  exportation 

(b)  direct  bounties  granted  on  production 

(c)  total  or  partial  exemption  from  taxation  granted  for 
a  part  of  the  manufactured  output 

(d)  advantages  derived  from,  excess  of  yield 

(e)  advantages  derived  from  the  exaggeration  of  the 
drawback 

(f)  advantages  derived  from  any  surtax  in  excess  of  6  francs 
per  100  kilograms  of  refined  sugp.r  or  5  francs  50  centi- 
mes per  100  kilograms  of  other  sugar.  Surtax  was 
defined  as  the  difference  between  the  rates  of  duty  or 
taxation  to  which  foreign  sugars  were  subject  and  that 
imposed  on  the  hom^G  product. 

The  contracting  parties  further  agreed  either  to  refuse  entry  or  to 
impose  special  duties  on  imports  of  sugar  from  countries  that 
granted  bounties  either  on  production  or  export j  the  special  duty 
to  bo  not  less  than  the  amount  of  bounties,  direct  or  indirect, 
granted  in  the  country  of  origin.    Great  Britain  and  the  Notherlands 
agreed  that  no  bounty,  direct  or  indirect,  would  be  granted  to  the 
sugars  of  their  colonies  and  that  no  preference  would  be  granted  in 
the  mother  countries  to  colonial  sugar  as  against  sugars  from  any  of 
the  contracting  countries. 
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The  signatory  pov/ors  agreed  to  admit,  at  the  lov/est  rate  of  import 
duty,  sugar  of  ajiy  of  tho  contracting  countrios  and  further  agreed 
not  to  subject  cane  and  boot  sugar  to  different  rates  6f  duty. 
A  permanent  commission  v;as  established  for  tho  purpose  of  vi©.tching 
the  administration  of  the  provisions  of  this  Convention  and  trans- 
mitting reports  to  Member  Governmonts  which  could,  if  tho  need 
arosG,  convoke  a  conference  to  consider  and  take  such  decisiona  or 
measures  as  circumstanc cs '  mi  ght  i/arrant. 

Provision  \vas  made  for  the  admittance  of  non-signatory  states  which 
might  desire  to  adhere  to  the  Convention.     The  Convention  became 
effective  Sontomber  1,  1903,  for  a  period  of  five  years  with  pro- 
vision for  continuing  tiicreafter  on  a  yoar-to-yoar  basis.  Actually 
tho  Convention  v^as  renewed  several  times  for  periods  longer  than  a 
year,  the  last  time  in  1912  for  the  period  to  1918  but  becamo 
ineffective  with  the  outbreak  of  tho  World  1/fer  in  1914.    Great  Britain, 
which  under  tho  Convention  had  follov>rcd  the  course  of  refusing  entry 
to  sugar  from  bounty-fod  areas,  discontinued  the  exclusion  of  such 
sugar  after  1907  when  after  a  general  election  iiie  Government  changed. 
Hov/evor,  since  this  sugar  could  not  be  rcshipped  in  refined  form  into 
countrios  which  adhered  to  the  Convention  and  the  Convention  had 
already  boon  so  beneficial  in  other  signatory  countries.  Great  Britain 
vjas  continiiod  as  a  modified  participant  and  tho  defection  did  not 
seriously  impair  the  agreement.     Russia,  not  oiie  of  tho  original 
signatories  to  the  Convention,  v:ao  admitted  in  1908  under  tho  restric- 
tion that  she  would  not  send  more  than  200,000  tons  of  sugar  a  year 
into  i^uropean  markets. 

Relieved  of  t?io  heavy  burden  of  subsidizing  exports,  several  of  tho 
continental  boot-producing  nations  lowered  tho  tax  on  home  sugar  con- 
sumption, v/hich  then  expanded  so  markedly  that  much  of  tho  pressure 
on  the  part  of  producers  for  export  subsidies  disappeared.     No  longer 
fearful  of  the  competitive  effects  of  over-changing  and  evcr-nounting 
subsidies  on  beet  sugar*  capital  returned  to  the  sugarcane  industry''. 

By  the  outbreak  of  Vii"orld  War  I  tho  Brussels  Convention  had  lost  some 
of  its  effectiveness  because  of  various  exceptions  made  to  it.  During 
tho  war,  tho  v/orld's  sugar  economy  v/as  largely  disrupted,  and  after 
tho  war  i^uropo's  beet  sugar  economy  was  gradually  restored  behind 
protoctivo  barriers. 

The  fiAll  implications  of  expanded  production  in  tho  face  of  trade 
restrictions  did  not  boccmo  evident  until  1925,  vrtien  surpluses  began 
to  accumulate.     By  1927  Europe's  beet  sugar  production  had  been  largely 
restored,  and  the  principal  exporting  countries--Czechoslovakia, 
Poland,  and  Gormany — ^werc  asked  by  Cuba  to  limit  their  exports  and 
stimulate  domestic  consumption.     This  they  were  prepared  to  do  in 
exchange  for  Cuba's  continuing  to  limit  hor  crop.     But  when  Java  de- 
clined to  commit  herself  to  similar  restrictions,  tho  plan  was 
abandoned  as  impractical.     Discussions  were  renewed  in  1929,  but  Java's 
uimlllingncss  to  cooperate  still  forestalled  action. 


-  ■35  - 


Java's  negative  attitude  toward  crop  rostriction  and  intornaticnc  1 
cooperation  at  this  time  nay  bo  explained  by  the  fact  that  her 
industr^s'  had  not  yet  suffered  the  protracted  depression  tliat  Cuba 
liad  endured.     Java  considered  'ler  market  dif fic-altics  in  the 
Far  iiiast  as  temporary.   .  iioroovor,  wage  rates  in  Javo.  ivcre  vorj''  lovr 
and  tho  hifiicr  yields  v/hioh  follo^ived  the  introduction  of  iiiir)rovcd 
cane  varieties  lowered  production  costs  sufficiently  to  cushion 
Eonovfhat  the  effects  of  low  i/orld  prices* 

By  1S31,  however,  '^ava  could  no  longer  afford  to  ronain  aloof  fron 
somo  form  of  intornatiorial  control  designed  to  strengthen  prices  and 
expand  markets,     '-^^e  world  oi-lce  of  sugar  was  by  th.en  oo.rely  above 
one  cent  a  pomd,  and  Java's  markets  v:ero  being  progressively  re- 
stricted.    Japanese  production  v;as  expanding,  and, beginning  in  1930 
and  1931,  British  India's  jicw  protectionist  policy  sliarply  reduced 
her  market  in  that  countiy.     cfava  therefore  agreed  to  tb-o  terms  of 
the  Chadbourne  Agreement,  wliich  in  1931  v/as  entered  into  by  countries 
representing  nearly  half  of  the  world's  sugar  production  and  90  per- 
cent of  the  sugar  entering  v;orld  trade,  l/ 

The  Chadbourne  Agreement,  1951 

L'ador  tjjo  torris  gf  the  Chadbourne  Agreement,  the  signatories  agreed 
to  lim-it  their  exports  to  specific  annual  (quotas,  to  separate  their 
excess  stocks  from  their  normal  supplies,  and  to  eliminate  their 
surpluses.    Proidsion  xrcs  rr.de  for  increasing  tho  export  quotos  if 
and  r;:ion  the  price  of  sugar  f.o.b,  Cuba  reached  2  cents  a  pound  and 
maintained  that  level  for  30  days.     This  contingency,  however,  never 
arose,  since  export  quotc'^s  had  been  sot  too  high  in  comparison  with 
requirements  from  the  world  market. 

The  Chadbourne  Agreement  did  not  solve  the  sugar  problem,  although 
surplus  stocks  in  the  signatory  countries  vroro  sharply  reduced  be- 
tivecn  1931  and  1935.    lYhilc  memxbcr  nations  reduced  their  prodixition 
40  percontj  the  non-mcnber  nations,  vvrhich  included  the  m;ajor  con- 
su2Tiing  areas  of  the  -.rcrld,  increased  theirs  by  15  percent.  The 
Agreement  v/as  terminated  in  1935. 


l/  The  seven  original  signatures  were  Cuba,  Java,  Gcrm.any, 
Czechoslovakia,  Eolgivmi,  Poland,  and  -Hungary.   .  They  T;cro  l:..tor  .joined 
by  Peru  and  Yugoslavia. 
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The  Internatiorial  Sugar  Ac!;roomcnt  of  1937 

By  1937  tho  world  sugar  narkot  v/as  still  depressed,  but  national 
policies  in  tho  United  States  and  '^nit(;d  Kingdom  had  clarified 
sufficiently  to  permit  then  to  participate  in  an  international  sugar 
agrcor.cnt.     The  governraents  of  botli  countries  had  finally  come  to 
the  realization  tJu-it  sugar  production  could  not  profitably  bo 
expanded  indefinitely  behind  tariff  barriers,  o.nd  li^aitations  on 
such  expansion  had  boon  incorporated  in  legislation.     The  United  States 
had  enacted  the  ^one s-'-'ostigan  Act  and  tho  Sugar  iict  of  1937  (due  to 
expire  in  1942).     Tlio  United  Kingdon  under  the  British  Sugar  Industrj^ 
(Reorganization)  Act,  1936,  set  a  ceiling  on  tho  ^/oluiriO  of  subsidized 
output  and  xvas  ready  to  apply  quotas  to  sugar  entries  from  lior 
Dominions  and  Colonial  areas. 

Tho  Intcmat:.onal  Agreement  of  1937  l/  recognized  the  importance  of 
participation  by  the  major  consuming  countries  as  v/ell  as  by  the 
exporting  countries. 

Tho  t^vont^z-onc  signatories  represented  about  85  percent  of  the  ivorld's 
sugar  consumption.     Importing  nations  agreed  to  limdt  expansion  of 
their  domestic  industries,  v/hile  exporters  agreed  to  hold  their 
production  to  levels  consistent  Vv-ith  cxpoi't  quotas  and  carry-over 
stocks.    liTiilc  no  specific  price  criteria  were  included,  the  International 
Sugar  Council  v/as  aiithorized  to  adjust  quotas  to  provide    an  adequate 
supply  of  sugar  on  the  vrorld  market  at  a  reasonable  price  not  to 
exceed  tho  cost  0)f  production,  including  a  reasonable  profit,  of 
efficient  producers." 

In  the  year  follomng  tho  Agreement,  world  production  and  consumption 
came  into  a.pproxj.m.at e  balanco;  and  altho\.igh  v/ith  the  outbreak  of 
Viiorld  War  II  all  quotas  a.nd  restrictions  on  production  were  removed, 
the  International  Sugar  Council  has  continued  to  function  in  a  stand-by 
capacity  to  keep  abreast  of  tho  v;orld  .statistical  situation  in  sugar 
and  to  facilitate  the  ncgotiatif'n  of  a  newr  Sugo.r  Agreomjint. 

The  control  provisions  of  the  1937  -'agreement  v/oro  in  effect  for  too  short 
a  period  to  prox^ido  a  tost  of  their  effectiveness,  especially  as  they 
Y/cre  operative  only  during  a  time  vrhon  war  preparations  vrcre  stimulating 
vrorld  economic  o.ctivity. 


l/  Signed  on  May  6,  1937,  at  London,     Tho  signatories  rroro:     Tho  ' 
Union  of  South  Africa,  the  Commonwealth  of  Australia,  Brazil,  Belgium, 
The  United  Kingdom  of  Great  Britain  raid  Northern  Ireland,  China,  The 
Republic  of  Cuba,  Czechoslovakia,  The  Dominican  Republic,  Franco,  Gorma" 
Haiti,  Hungary,  India,  The  Netherlands,  Peru,  Poland,  Portugal,  The 
Union  of  Soviet  Socialist  Republics,  tho  United  States  of  Anorica. 
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